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INTRODUCTION 


THIS  book,  like  the  conference  it  records,  is  a  group  product 
reflecting  diversity  of  view  and  expression  but  unified  in  the 
vital  question  set  before  each  contributor : 

What  kind  of  economic  planning  can  end  unemploy- 
ment, establish  security,  and  raise  standards  of  living  in 
proportion  to  productive  capacity? 

In  real  life,  that  is  to  say,  in  the  contemporary  develop- 
ments of  national  and  industrial  policies,  this  vital  question  is 
now  before  every  man.  The  answer,  as  in  this  book,  must  be 
collective.  So  it  is  hoped  that  every  reader  will  find  here 
spokesmen  for  the  same  variety  of  groups  as  must  actually 
influence  national  policies.  But  he  will  also  find  analyses  of 
theories  and  facts  which  should  guide  this  composite  public 
opinion  and  help  to  clarify  its  confusions.  Economists,  statisti- 
cians, governmental  administrators,  and  engineers,  as  well  as 
workers  in  basic  industries,  speak  through  these  pages.  The 
points  of  view  of  political  parties  are  represented. 

It  seems  remarkable  that  out  of  this  diversity  emerges 
unity  in  the  basic  analysis  to  which  each  chapter  contributes. 
The  authors  do  not  agree,  nor  would  they  accept  a  common 
conclusion.  But  the  facts  they  present  and  the  policies  and 
practices  they  report  converge  toward  one  central  issue: 

Economic  planning  is  of  two  main  types.  Both  have  arisen 
out  of  the  crisis  which  is  described  as  the  paradox  of  poverty 
in  the  midst  of  plenty.  One  form  of  economic  planning 
attempts  to  meet  this  contradiction  by  restricting  plenty ;  the 
other,  by  expanding  plenty  to  abolish  poverty. 

The  two  main  types  of  planning,  then,  are  classified  as 
restrictive  and  expansive.  Both  have  characteristic  forms  in 
contemporary  life.  Fascist  planning,  which  is  described  as 
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restrictive,  aims  to  preserve  capitalism  by  controlling,  as  far 
as  possible,  the  conflicts  arising  out  of  the  paradox.  Socialist 
planning  starts  with  the  substitution  of  socialism  for  capi- 
talism, in  the  expectation  that  the  paradox  no  longer  exists 
when  production  is  planned  for  use.  Its  theory  is  that  planned 
expansion  lifts  the  standards  of  living  from  poverty  to  plenty. 

The  most  powerful  industrial  nations,  including  the 
United  States,  have  as  yet  adopted  neither  form  of  planning 
as  a  complete  system.  But  in  general  their  current  economic 
policies  are  restrictive  rather  than  expansive.  Whether  the 
United  States  and  other  industrial  nations  will  move  toward 
restriction  or  expansion  in  the  immediate  future,  and  whether 
the  expansion  is  to  be  artificial,  brought  about  by  production 
for  war,  or  whether  it  can  be  natural,  and  whether  freedom  to 
expand  will  require  fundamental  change  in  the  economic 
system,  constitutes  the  momentous  question  of  the  hour. 

It  was  in  the  hope  of  contributing  toward  clearer  under- 
standing, especially  in  those  nations  which  have  not  yet 
decisively  answered  the  question,  that  the  International  Indus- 
trial Relations  Institute  organized  the  Regional  Study  Con- 
ference on  Social  Economic  Planning,  and  now  issues  this 
book  embodying  its  materials.  As  the  call  to  the  conference 
shows,  it  was  preceded  three  years  earlier,  in  193 1,  by  the 
World  Social  Economic  Congress  in  Amsterdam,  Holland,  and 
against  that  background  present  trends  can  be  more  accurately 
measured  and  interpreted. 

In  the  world's  history  each  period  has  its  special  problem. 
In  our  time  it  is  the  problem  of  planning  our  plentiful  economic 
resources  for  human  use.  Our  technical  equipment  combined 
with  electricity  as  a  source  of  power  has  reached  a  capacity 
which  exceeds  individual  control.  The  challenge  of  this  period 
is  the  appeal  made  to  us,  both  individually  and  collectively,  to 
organize  our  sources  of  riches  in  order  that — released  from  ex- 
treme material  care — we  may  be  set  free  for  cultural  devel- 
opment. 

In  order  to  achieve  this,  however,  a  new  attitude  is 
urgently  needed — an  attitude  more  highly  social  than  is  com- 
monly ours.  Together  with  the  challenge  for  solving  the  prob- 
lem of  economic  planning  goes  the  appeal  for  this  higher  social 
attitude.  Again  this  attitude  cannot  develop  unless  we  are  will- 
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ing  to  inform  ourselves,  so  that  we  may  become  truly  conscious 
of  the  forces  and  institutions  conditioning  human  society. 

That  this  may  be  achieved  fundamentally  and  objectively 
is  inherent  in  the  aim  of  the  International  Industrial  Relations 
Institute. 

MARY  L.  FLEDDERUS 
DIRECTOR,   IRI 

MARY  VAN  KLEECK 

ASSOCIATE  DIRECTOR 
International  Industrial  Relations  Institute 
The  Hague  and  New  York 
January  1935 


CALL  TO  THE  IRI  REGIONAL  CONFERENCE 
ON  SOCIAL  ECONOMIC  PLANNING 

in  New  York,  November  23  to  27,  1934 


THREE  years  ago,  in  August,  193 1,  the  World  Social  Eco- 
nomic Congress  convened  at  Amsterdam,  Holland,  under  the 
auspices  of  the  International  Industrial  Relations  Institute. 
The  call  read: 

Unemployment  to-day  is  widespread  throughout  the 

world In   a  world   of  enlarged   economic  resources, 

employment  is  insecure  and  standards  of  living  have  not 
been  raised  or  maintained  according  to  the  increase  in 
production. 

Therefore  the  congress  was  called  to  consider  the  subject 
of  World  Social  Economic  Planning,  with  the  subtitle,  "The 
Necessity  for  Planned  Adjustment  of  Productive  Capacity  and 
Standards  of  Living." 

Three  years  later,  the  same  problem  presses  upon  the 
working  population  over  a  large  part  of  the  world,  and  the 
burden  has  grown  heavier  as  the  depression  has  been  pro- 
longed and  savings  and  resources  have  been  exhausted.  Such 
increase  in  employment  as  has  occurred  has  been  insignificant 
in  proportion  to  the  continued  extent  of  unemployment. 

In  the  intervening  period  the  whole  idea  of  economic 
planning  has  made  a  deep  impression  upon  public  policy 
everywhere,  and  new  developments  have  taken  place  in  the 
relation  of  government  to  industry  in  many  countries. 

Because  of  the  pressure  of  unemployment  and  of  low 
standards  of  living,  and  because  of  the  new  experience  gained 
in  economic  planning,  it  is  believed  that  it  is  timely  to  examine 
again  the  necessity  for  such  forms  of  social  economic  planning 
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as  shall  end  unemployment  and  raise  standards  of  living. 
Therefore  the  IRI  calls  this  regional  conference  in  New  York 
and  poses  the  question  for  discussion : 

What  kind  of  economic  planning  can  end  unemploy- 
ment, establish  security,  and  raise  standards  of  living  in 
proportion  to  productive  capacity? 

The  answers  to  these  questions  are  being  sought  by  ever 
increasing  numbers  of  individuals  who  feel  the  pressure  of  the 
times  not  only  in  their  own  lives,  but  also  as  the  great  problem 
of  society  which  obligates  all  its  members  to  study  and  inform 
themselves  that  they  may  contribute  to  the  constructive  solu- 
tion. 

The  IRI's  membership  is  composed  chiefly  of  those  who 
have  had  experience  in  industry  as  managers  or  technicians,  as 
workers,  or  as  economists  or  social  scientists.  While  holding  to 
its  purpose,  which  is  to  study  the  realities  of  industrial  life  in 
their  effect  upon  human  relations — basing  its  study  largely  upon 
its  members'  direct  experience  in  industry — the  IRI  increas- 
ingly believes  that  it  should  include  in  its  circle  of  members, 
and  among  those  who  may  participate  in  its  meetings,  the 
growing  group  of  those  who,  lacking  technical  industrial 
experience,  seek  nevertheless  to  share  in  an  understanding  of 
society's  basic  economic  problems.  For  this  larger  group  the 
New  York  conference  is  planned.  It  is  designed  primarily 
for  those  engaged  in  adult  education;  adult  education  defined 
in  no  narrow  sense,  but  including  all  those  who  teach,  write, 
lecture,  or  organize  activities  aiming  at  the  spread  of  informa- 
tion and  enlightenment  on  economic  and  social  issues. 


PART  ONE 


BACKGROUNDS  IN  THEORY 

AND  IN 
EUROPEAN  DEVELOPMENTS 


CHAPTER  I 

THEORIES  AND  TYPES  OF  PLANNING: 
UTOPIAN,  FASCIST,  SOVIET 

ALFONS  GOLDSCHMIDT 


ECONOMIC  planning  is  not  an  invention  or  discovery  of  our 
time.  Every  form  of  economic  and  social  life  has  had  to  be 
planned.  Human  society  is  not  possible  otherwise.  Even  instinc- 
tive provision  for  food  and  shelter — for  economic  needs — may 
be  called  economic  planning.  The  primitive  agricultural  com- 
munity, whether  patriarchal  with  grades  of  authority  or  hori- 
zontal with  all  on  the  same  level,  was  a  planned  organization, 
though  perhaps  more  instinctively  than  consciously  organized. 
From  the  point  of  view  of  sound  production,  reproduction, 
distribution,  and  consumption,  such  an  economy  was  most 
nearly  a  homogeneous,  planned  community,  and  closest  to  the 
type  which  I  describe  as  "the  form  of  the  total  product," 
signifying  the  identity  of  producer,  distributor,  and  consumer, 
and  so  an  undivided  product,  the  producer  thus  receiving  the 
whole  of  his  product.  Of  course  this  is  an  ideal  concept  never 
realized. 

In  common  parlance,  economic  planning  does  not  mean 
so  obvious  a  system  or  so  logical  and  organic  a  form,  but 
refers  rather  to  efforts  to  overcome  critical  economic  and  social 
situations,  or  to  eliminate  maladjustments  and  contradictions 
such  as  did  not  exist  or  were  insignificant  in  the  primitive 
agricultural  community. 

All  ideas  on  planning  and  all  practical  attempts  to  plan 
have  arisen  out  of  efforts  to  find  or  apply  a  remedy  for 
economic  and  social  crises;  that  is,  to  possess  the  formula  or 
the  power  for  achieving  as  nearly  as  possible  the  unified 
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totality  of  production,  "the  form  of  the  total  product" — that 
is,  to  direct  production,  reproduction,  distribution,  and  con- 
sumption toward  economic  and  social  homogeneity. 

But  despite  their  common  origin  in  economic  crises,  the 
different  forms  of  planning  differ  fundamentally  both  in  theory 
and  in  practice.  Of  course,  economic  fundamentals  do  not 
change,  but  the  elements  and  the  processes  which  constitute 
these  fundamentals — the  labor  force,  natural  resources,  phys- 
ical and  geographical  conditions — differ  in  intensity  and  in 
dimension.  Economic  planning  is  shaped  by  these  differences, 
which  give  rise,  therefore,  to  variations  in  theory  and  in 
practice  and  to  differences  in  methods,  trends,  and  objectives. 

These  variations  may  be  classified  as  follows : 

ECONOMIC  PLANNING 

Static  or  Dynamic 

Conservative  or  Progressive 

Restrictive  or  Expansive 

Representative  of  static  or  conservative  or  restrictive 
planning  were  Plato  in  ancient  times,  Thomas  Aquinas  in  the 
Middle  Ages,  Thomas  More  and  Thomas  Campanella  on  the 
threshold  of  modern  times,  and  Fascism  and  National  So- 
cialism during  our  period.  The  outstanding  representatives  of 
dynamic  or  progressive  or  expansive  planning  are  Karl  Marx 
and  the  planners  and  theorists  of  the  Soviet  Union.  A  true 
investigation  of  ideas  of  planning,  or  Utopias,  of  ancient  times, 
the  Middle  Ages,  and  the  capitalistic  epoch  reveals  a  more  or 
less  complete  lack  of  theories  of  dynamic,  progressive,  or 
expansive  planning.  Even  the  liberal  theory  of  economic  har- 
monization by  free  competition  or  free  demand  and  supply — 
laissez  faire — cannot  be  considered  as  a  theory  of  expansive 
planning.  The  economic  conditions  on  which  these  ideas  are 
based,  as  well  as  the  ideas  themselves,  include  highly  destruc- 
tive elements. 

These  illustrations,  indeed,  are  not  pure  examples  of  com- 
plete systems,  but  representative,  more  or  less,  of  one  or  the 
other  of  the  ideas  of  planning.  Thus  we  find  in  the  static 
theory  some  concessions  to  dynamic  development.  For  instance, 
the  static  agrarian  theories  of  the  physiocrats  conceded  eco- 
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nomic  mobility  in  industry  and  commerce  to  be  necessary, 
though  sterile;  the  trading  concepts  of  the  mercantilists 
would  plan  the  economic  process  on  an  industrial  and  monetary 
basis,  without,  however,  abandoning  agriculture.  But  the  char- 
acteristic of  these  theories  is  unbalanced  emphasis  upon  one 
or  the  other  fundamental  element  in  the  economy,  and  there- 
fore the  predominance  of  either  a  static  or  a  dynamic — that  is, 
a  restrictive  or  expansive — process.  A  real  system  of  expansive 
planning  must  be  in  theory  and  practice  entirely  expansive, 
both  in  industry  and  agriculture,  so  that  production,  distribu- 
tion, and  consumption  are  equal  in  degree  or  become  coor- 
dinated in  the  sense  of  complete  reconciliation  or  adjustment. 

To  state  the  conclusion  at  the  beginning  of  this  analysis: 
A  true  planned  economy  must  be  a  system  in  which  economic 
expansion  is  so  regulated  as  to  reconcile  agriculture  and  indus- 
try, utilizing  equally  both  sources  of  economic  wealth.  Of 
course  the  question  arises  as  to  the  degree  of  equilibrium 
attainable  within  national  boundaries.  The  ideal  planned  expan- 
sion in  equilibrium  would  be  world  social  economic  planning. 

Of  the  examples  of  planning  in  practice,  only  one  is 
planned  expansion  in  the  sense  denned:  namely,  economic 
planning  in  the  Union  of  Soviet  Socialist  Republics.  The  others 
mentioned  were,  and  are,  more  or  less  static  and  restrictive. 
So  it  was  with  the  planned  agriculture  of  old  Palestine,  the 
Paraguayan  community  of  the  Jesuits,  and  the  Inca  agricul- 
tural economy  in  South  America.  Even  with  political  or 
geographical  expansion,  the  economic  system  continued  to  be 
static. 

An  investigation  of  the  planned  economy  of  the  Incas,  an 
early  model,  shows  the  static  objective,  although  the  Inca 
political  state  extended  enormously.  The  static  economic  policy 
of  the  Inca  state  fought,  so  to  speak,  against  the  impulse  toward 
political  expansion  by  attempting  to  maintain  a  purely  agricul- 
tural, static  planned  economy.  The  regulations  of  this  economy 
were  admirable,  but  could  not  overcome  the  internal  contradic- 
tions. It  is  a  clear  example  to  demonstrate  the  inevitable  opera- 
tion of  the  law  of  dialectic  development :  that  is,  the  necessity 
for  overcoming  contradictions  by  merging  opposites  in  a  con- 
stantly evolving  unity,  as  for  example,  utilizing  and  develop- 
ing both  agriculture  and  industry  as  sources  of  wealth,  thus 
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overcoming  their  tendency  to  compete  with  one  another  as 
opposing  interests.  The  famous  physiocratic  experiment  in  a 
German  state1  collapsed,  as  did  the  Incas'  economy,  because 
it  violated  this  dialectic  law  of  economics.  The  physiocrats 
believed  that  the  sole  source  of  wealth  was  the  land,  thus 
overemphasizing  the  agrarian  and  ignoring  the  industrial  ele- 
ments in  economy. 

Ideas  of  the  past  on  economic  planning  and  social  regula- 
tion are  of  the  highest  interest  for  us.  These  theories  include 
all  the  problems  now  under  discussion.  The  Platonic  theory  of 
social  economic  planning,  for  instance,  contains  elements  of 
modern  Fascist  planning.  On  an  agricultural  basis,  commerce, 
individual  life,  and  even  the  growth  of  population  would  be 
controlled  from  above  by  a  kind  of  aristocratic  communistic 
council.  The  idea  is  to  reach  a  state  of  economic  social  equi- 
librium by  an  algebraic  formula  of  distribution  and  control. 
The  objective  is  predominantly  static.  It  is  the  idea  of  an 
agricultural  autarchy — a  self-sufficient  economic  system — ex- 
cluding, so  far  as  possible,  foreign  commerce  and  mobility  by 
means  of  money. 

We  see  clearly  the  correspondence  between  this  theoretical 
system  and  the  social  economic  conditions  of  the  age  of 
Pericles,  which  was  characterized  by  a  growing  internal  crisis 
in  Athens,  combined  with  the  attempt  to  overcome  this  crisis 
by  political  expansion.  Such  a  situation  gave  rise  then,  as 
to-day,  to  plans  to  restrict  economic  life  or  to  maintain  eco- 
nomic stability  in  a  static  sense  by  separation  from  the  outside 
world  and  by  holding  down  the  standard  of  living.  It  is  the 
Spartan  ideal  of  planning,  diametrically  opposed  to  the  ex- 
pansive character  of  natural  growth  or  to  the  dialectic  de- 
velopment of  productive  forces.  We  shall  find  this  same 
contradiction  between  theory  and  practice  when  we  investigate 
the  examples  of  Italy  and  Germany  to-day. 

Throughout  the  Middle  Ages  the  Platonic  theory  of  plan- 
ning, modified  sometimes  by  Aristotelian  variations,2  is  to  be 

1  This  was  Baden,  in  which  the  ruling  prince,  Karl  Friedrich  von 
Baden  (1728-1811),  was  a  physiocrat.  He  tried  to  introduce  the 
physiocratic  single  tax  on  land,  based  on  the  idea  that  only  agricul- 
ture is  productive. 

2  Aristotle,  as  the  first  money  theorist,  injected  the  idea  of  the 
movement  of  trade  through  a  money  mechanism. 
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found  as  the  prevalent  ideal  of  planning  or  social  control.  It  is 
the  faith  in  the  immobility  or  stability  of  the  soil — of  agricul- 
ture— as  basic  in  economy.  The  economic  society  is  conceived 
not  as  an  organism  with  maladjustments  in  the  process  of 
growth,  but  as  a  battlefield  of  virtues  and  vices.  Virtues  and 
deity  take  the  form  of  agriculture,  and  immobile  land  as  a 
fixed  foundation  is  looked  upon  as  the  form  of  eternal  stability 
in  the  economy.  That  is,  for  instance,  the  source  of  the  tragic 
mistake  about  the  origin  of  interest  in  the  economic  theory  of 
the  Church  Fathers,  who  thought  of  the  origin  of  interest  from 
the  ethical  standpoint,  as  moral  or  immoral,  and  not  as  the 
consequence  of  an  organic  development  of  private  property. 

This  idea  of  immobile  or  static  planning  on  a  stable 
foundation  of  the  soil  repeats  itself  again  and  again.  The 
Christian  religious  ideology  of  the  Taborites,  the  radical  wing 
of  the  Hussites,3  and  the  theories  of  Thomas  Munzer,  the 
revolutionary  peasant  leader,4  the  Levelers,5  and  others,  are 
all  based,  from  the  social  economic  point  of  view,  upon  the 
idea  of  fixity  of  the  land  as  the  economic  foundation. 

In  view  of  modern  repetitions  falsely  regarded  as  new 
inventions  or  as  scientific  discoveries,  it  is  highly  important 
to  understand  the  sources  of  these  ideas.  These  theories  arising 
out  of  conditions  are  really  contradictions  of  the  actual 
situation. 

So  it  is  with  the  most  famous  Utopian  system  after  Plato, 
the  Utopia  of  Sir  Thomas  More.  More  lived  in  England  in  the 
sixteenth  century,  in  the  period  of  the  beginnings  of  capi- 
talism. The  island  Utopia  is  England.  More's  Utopia  was 
published  in  15 16,  at  the  beginning  of  the  industrial  revolution 
in  that  country.  The  antagonism  between  Henry  VIII  and  the 
Pope  was  the  religious,  ideological  expression  of  the  English 
crisis,  that  is,  the  undermining  of  the  stability  of  agriculture 

3  Followers  of  the  Bohemian  reformer  and  martyr,  John  Huss 
(1360-1415). 

4  Thomas  Munzer  (1488  or  1489-1525)  proclaimed  the  com- 
munity of  land.  Advocating  communism,  he  became  very  popular 
among  the  poor  peasants  in  Germany.  He  fought  against  the  oppor- 
tunism of  Martin  Luther. 

5  A  radical  party  which  arose  in  the  army  of  the  British  Long 
Parliament  about  1647.  They  aimed  at  the  establishment  of  equality 
in  titles  and  estates  throughout  the  country. 
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by  the  rising  industry.  It  was  a  repetition,  with  higher  inten- 
sity, of  the  development  of  the  Roman  economy  during  the 
last  centuries  of  the  Roman  Empire. 

More's  Utopia  testifies  to  the  attempt  to  overcome  the 
crisis  by  reconciliation  of  city  and  country,  in  favor  of  static 
agricultural  conditions.  Objectively  seen,  Henry  VIII  was  less 
conservative  than  More,  whose  work  suggested  an  economic 
and  social  stabilization,  a  kind  of  Platonic  agricultural 
autarchy,  which  was  surpassed  by  the  development  itself. 
Although  the  Utopia  proposes  economic  and  social  regulations, 
such  as  common  ownership  of  land,  limitation  of  hours  of 
labor,  and  the  like,  the  plan  of  control,  production,  distribu- 
tion, and  consumption  proposed  a  moral  rather  than  an  eco- 
nomic system.  It  was  a  vision  of  a  harmonious  society  based  on 
ideas  and  conditions  of  the  past. 

Thomas  More  initiated  the  publication  of  a  long  series  of 
Utopian,  social  economic  theories.  Only  a  few  deserve  to  be 
mentioned.  The  State  of  the  Sun,  by  Thomas  Campanella,  pub- 
lished in  1623,  was  an  imitation  of  Plato's  static  plan  to 
preserve,  in  a  conservative  sense,  the  disturbed  stability.  The 
State  of  the  Sun  is  visionary  and  moral,  like  the  Utopia. 

With  the  end  of  agricultural  feudalism,  especially  after 
the  French  Revolution,  which  destroyed  the  dream  of  an 
agricultural  social  stability,  ideas  of  planning  turned  more 
and  more  toward  industry.  Such  was  the  character  of  the  group 
organization  proposed  by  Fourier,  the  industrial  Christianity 
of  Claude  Henri  de  Saint-Simon,  the  cooperatives  of  Robert 
Owen,  and,  finally,  the  horizontal  self-organization  of  industry 
proposed  by  Walter  Rathenau. 

To  summarize:  It  is  always  an  economic  crisis  which 
stimulates  interest  in  the  idea  of  economic  planning  or  con- 
trol and  in  its  practice.  Theorists  and  practitioners  hope  that 
economic  balance  and,  simultaneously,  social  balance  may  be 
attained  through  economic  planning  which  will  reconcile  con- 
sumption with  production,  instability  with  stability,  or 
mobility  with  immobility,  in  favor  of  a  more  or  less  static 
organization  guaranteeing  economic  and  social  security. 

All  the  theories  and  attempts  at  realization  mentioned 
above  are  more  or  less  Utopian,  even  such  apparently  modern 
ideas  on  industrial  planning  as  those  of  Walter  Rathenau. 
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Efforts  to  stabilize  society  when  divergence  has  arisen  between 
slavery  and  private  property  or  between  labor  forces  and  the 
interests  of  capitalistic  ownership  have  had  fundamentally  the 
same  character,  but  on  different  levels.  These  efforts  have  been 
reiterated  again  and  again,  without  a  solution  or  real  recon- 
ciliation. 

Such  efforts  and  practices  are  not  only  static  but  restric- 
tive in  so  far  as  maintenance  of  existing  economic  and  social 
conditions  or  disregard  of  the  dynamic  law  of  economic  de- 
velopment must  lead  to  retardation  of  this  development  and 
collapse  of  the  planned  economy.  Planned  centralization  can- 
not harmonize  productive  forces  and  social  conditions  when 
contradictions  between  those  forces  and  conditions  are  pre- 
served; otherwise,  social  conditions  will  be  stabilized  as  bar- 
riers against  the  growth  of  their  own  resources.  From  this 
point  of  view  the  so-called  Fascist  or  corporative  or  totalitarian 
state  economy  must  be  considered  Utopian  and  restrictive. 
Let  us  outline  and  investigate  the  essentials  and  contradictions 
of  these  types  of  planning. 

Germany,  in  her  war-time  economy  initiated  by  Walter 
Rathenau,  has  given  the  clearest  example  of  restrictive  plan- 
ning in  modern  times.  Scarcity  of  products  gave  rise  to  a  plan 
for  rationing  labor  forces  and  materials.  While  this  organiza- 
tion was  exhausting  more  and  more  the  stock  of  equipment, 
raw  materials,  and  labor  forces,  it  abandoned  rapidly  the  regu- 
lar process  of  reproduction  in  favor  of  war  production  which 
did  not  reenter  the  process  of  production  and  reproduction. 
The  war  devoured  many  millions  of  the  labor  forces,  intensify- 
ing unproductive,  constant  capital  and  the  use  of  this  capital 
for  unproductive  war  purposes.  The  technical  capacity  of 
Germany's  economy  was  not  utilized  for  reproduction  of 
needed  economic  value,  but  on  a  large  scale  for  net  consump- 
tion without  reproduction.  It  was  the  explosive  form  of  the 
regular  capitalistic  development  toward  monopolistic  capi- 
talism. When  armies  are  seen  as  bodies  of  uniformed  unem- 
ployed labor,  then  the  technical  apparatus  to  equip  armies  is 
clearly  the  instrument  to  augment  unemployment  in  the  form 
of  unproductive  production. 

This  war-time  economy  may  be  described  as  centralization 
of  growing  economic  destruction,  or  centralization  of  bank- 
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ruptcy.  This  process,  which  is  characteristic  of  the  present 
crisis  in  many  countries,  I  would  define  as  "organization  of 
the  loss."  But  organization  of  the  loss  cannot  hinder  the  work- 
ing out  of  another  law,  namely,  "the  law  of  the  increasing 
burden,"  which  signifies  the  enlarging  load  of  debt  placed 
upon  the  economic  system  by  the  organized  attempt  to  defend 
the  economy  against  the  impending  collapse. 

To  see  this  process  clearly  is  to  understand  one  of  the 
central  problems  of  planning.  Many  people  in  Germany  have 
called  this  organization  "socialistic,"  but  it  has  nothing  to  do 
with  socialism.  A  socialist  economy  is  an  expanding  planned 
economy  and  not  a  restrictive,  controlled  organization  which 
preserves  contradictions  between  the  need  of  the  productive 
forces  to  expand,  and  the  social  conditions  which  prevent  their 
expansion. 

The  result  in  Germany  had  to  be  the  destruction  of  the 
internal  market,  or  of  the  regular  purchasing  power,  and  the 
futile  attempt  to  compensate  purchasing  power  by  inflation. 
It  is  clear  that  lost  power  to  consume  cannot  be  replaced  by 
money,  either  by  inflation  or  by  so-called  stabilization  of 
money  value,  as  Germany  attempted  after  the  war.  So-called 
stable  money  differs  from  unstable  money  in  tempo,  but  not  in 
destructive  consequences.  Capitalistic  stabilization  is  merely 
inflation  in  reverse.  The  loss  of  value  remains  and  must  grow 
in  accordance  with  the  "law  of  organization  of  the  loss"  and 
the  "law  of  the  increasing  burden." 

The  organization  of  Germany's  war-time  economy  was  a 
centralized  transaction  to  shift  productive  forces  from  the 
credit  to  the  debit  side  of  the  national  balance  sheet.  The 
organizers  believed  that  the  rising  quantity  of  war  production 
was  identical  with  rising  economic  value.  This  restrictive 
planned  economy  was  a  gigantic,  compulsory  centralization  of 
declining  value,  a  compulsory  misuse  of  economic  capacity, 
reversing  to  its  opposite  the  law  of  capacity,  which  demands 
intensification  of  production  in  the  sense  of  increasing  repro- 
ductive forces. 

Organizers  and  directors  of  this  war-time  plan  tried  to 
control  the  whole  economic  life.  But  they  could  attain  neither 
a  true  control  nor  a  true  coordination  of  production,  distribu- 
tion, and  consumption.  The  reason  for  this  inability  to  control 
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and  coordinate  was  the  impossibility  of  fulfilling  an  economic 
plan  while  maintaining  the  old  economic  conditions. 

Soon  after  the  beginning  of  this  war-time  economy  the 
fundamental  contradictions  between  the  plan  and  capitalistic 
private  property  became  visible.  What  was  called  state 
socialism  was  merely  organized  favoritism  toward  the  greater 
technical  forces,  that  is  to  say,  the  so-called  heavy  industries 
and  the  large  farms.  Preserving  the  old  network  of  debtors 
and  creditors — the  old  system  of  an  economy  divided  and 
struggling  within  itself — this  organization  was  unable  to  pene- 
trate the  economic  jungle. 

Therefore  the  plan  remained  superficial.  This  develop- 
ment shows  clearly  that  the  idea  of  a  planned,  socialistic  state 
economy  is  pure  fantasy  under  such  conditions.  On  the  con- 
trary, the  more  centralized  and  the  more  rationed  such  an 
economy,  the  more  rapid  is  the  destruction  of  value,  that  is, 
the  opposite  of  the  expansive  aim  of  a  real  planned  economy. 

The  war  ended  for  Germany  with  a  loss  estimated  at  150 
billion  gold  marks.  In  reality  the  loss  was  much  greater,  and 
the  entire  burden  of  external  and  internal  debts  and  credits 
was  perhaps  equal  to  the  money  value  of  the  so-called  national 
wealth.  A  high  and  ever  higher  percentage  of  the  national 
income  was  spent  for  interest  and  to  support  the  growing 
organization  of  the  loss  in  the  form  of  state  administration  to 
meet  the  demands  of  unemployment,  the  defense  of  capital 
against  the  productive  forces,  and  other  burdens.  The  de- 
stroyed constant  capital  in  agriculture  and  other  parts  of  the 
economy — the  railway  system,  the  mercantile  fleet,  buildings, 
and  roads — was  reconstructed  by  using  increasing  credits, 
while  the  rising  debt  service  and  the  rising  percentage  for  net 
consumption6  weakened  more  and  more  the  reproductive  forces, 
that  is,  the  internal  market. 

Since  it  was  impossible  either  to  utilize  the  technical 
capacity  for  regular  economic  purposes  or  to  abandon  even  a 
part  of  the  technical  apparatus,  a  large  part  of  the  population 
turned  against  this  apparatus,  that  is,  against  constant  capital 
in  discord  with  variable  capital.  That  is  to  be  considered  the 
economic  cause  of  National  Socialism,  or  German  Fascism. 
From  this  point  of  view  National  Socialism  is  the  attempt  to 

6  Consumption  without  reproduction  of  the  goods  consumed. 
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escape  the  economic  collapse  by  going  backward  from  the 
danger  of  capitalistic  accumulation  to  agricultural  self-suffi- 
ciency. The  economic  idea  of  the  National  Socialists  is  the 
idea  of  a  planned  economic  autarchy  with  necessary  conces- 
sions to  industry,  commerce,  and  money  capital,  preserving 
capitalistic,  private  property. 

Preservation  of  capitalistic  conditions  signifies  accommo- 
dation to  such  conditions.  To  abandon  a  part  of  them,  while 
preserving  the  rest,  results  in  the  decline  of  all.  The  Nazi 
economists  proposed  to  smash  machines  in  favor  of  the 
farmers,  to  decentralize  the  population,  to  violate  the  law  of 
technical  capacity  in  favor  of  a  mystic  idea  of  "blood  and 
soil."  Misunderstanding  the  equilibrium  theory  of  the  Church 
Fathers,  supposing  that  the  soil  is  immobile  and  not  organi- 
cally connected  with  the  entire  economic  process  of  capitalistic 
mobility,  without  any  knowledge  of  the  sources  of  interest, 
the  Nazis  sketched  a  fantastic  plan  to  reconcile  city  and 
country  by  destroying  "interest  usury,"  binding  the  farmers 
to  the  "immovable  land"  and  stabilizing  class  divisions. 

The  system  is  diametrically  opposed  to  the  actual  develop- 
ment, and  it  is  to  be  maintained  and  fixed  from  above  by  a 
nebulous  creative  leadership  in  the  person  of  one  man.  This 
plan  of  economic  unification  by  creative  emanation  of  a  single 
spirit  is  the  last  consequence  of  that  dilettante  idealism  in 
economics,  dualistic  in  actuality  and  without  any  connection 
with  economic  reality.  Misusing  Plato,  Machiavelli,  Aquinas, 
Hegel,  Nietzsche,  Sorel,  List,  and  others,  the  Nazi  theorists, 
like  the  Mussolinists,  thus  produced  a  brew  of  impossibilities 
and  contradictions,  believing  it  to  be  possible  to  stabilize,  in  a 
static  sense,  an  untouchable  empire  against  economic  actuali- 
ties. They  believed  in  the  stability  of  unification  by  decree, 
in  a  centralization  of  organically  developed  contradictions, 
without  considering  the  internal  laws  of  the  total  situation. 
It  is  the  irrational  attempt  to  preserve  capitalism  by  centraliz- 
ing its  growing  losses. 

The  Nazi  organization  is  neither  an  economic  unification 
nor  a  homogeneous  economy,  but  the  precipitated  continua- 
tion of  the  process  of  capitalistic  concentration  toward 
monopoly.  This  centralization  is  merely  formal.  It  rapidly 
increases  net  consumption,  that  is,  consumption  without  re- 
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production.  As  this  process  signifies  intensifying  and  deepen- 
ing class  differences,  as  the  point  of  the  social  pyramid 
sharpens,  the  top  control  resorts  logically  more  and  more 
to  violence. 

Increase  of  violence  to  maintain  control,  or  the  growing 
expenses  or  costs  of  leadership,  and  increase  of  class  differences 
are  reciprocal.  The  greater  the  claim  on  the  total  product  for 
military  or  civil  administration  against  the  productive 
forces,  the  sharper,  in  consequence,  are  the  class  contradic- 
tions. The  attempt  to  save  value  by  concentration  under  capi- 
talistic conditions  is  one  of  the  tragic  mistakes  of  the  average 
political  economist.  The  whole  economic  development  since 
the  sixteenth  century  shows  that  such  a  course  destroys  rather 
than  saves  value. 

The  economic  conditions  of  Germany  and  Italy  when  the 
National  Socialists  and  the  Fascists  came  into  power  showed 
the  following  maladjustments  and  growing  contradictions: 


Increasing  burden  in  the 
form  of  internal  and  ex- 
ternal debts,  administra- 
tive expenses,  and  the 
like,  resulting  in  net  con- 
sumption (not  used  for 
reproduction) 


increasingly 
out   of  pro- 
portion to 


II 


B 

Decreasing  share  in  the 
totality  of  production  for 
the  productive  forces,  re- 
sulting in  increasing  class 
differences 


"Economic  space,"  or  the  total  area  of  operations  of  the 
productive  process,  divided  within  itself  by  capitalistic 
competition  and  enmeshed  in  a  network  of  debts  and 
credits: 


Unit  or  cell  of  capitalist 
ownership  in  conflict  with 
unit  or  cell  of  capitalist 
ownership;  and  capitalist 
unit  as  creditor  in  conflict 
with  capitalist  unit  as 
debtor 


B 

increasingly      Productive  forces  seeking 
setting  space  to   grow,   but  held 

limits  to  back  by  the  limiting  social 

conditions  which  can  ex- 
pand only  if  productive 
forces  are  set  free  in  a 
free  economic  space 


Of  course,  this  is  the  characteristic  structure  of  capi- 
talism in  general,  the  degree  depending  upon  the  stage  of 
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development  of  capitalism.  On  the  degree  of  this  maladjust- 
ment and  the  proportion  of  the  total  product  which  is  not 
reproduced,  or  of  the  intensity  of  positive-negative  dialectic 
development,  depends  the  progress  of  concentration.  The  more 
the  increase  of  the  unreproducible  burden  progresses,  the 
stronger  the  concentration  and  the  more  extensive  the  area  of 
its  control,  but  without  resulting  in  slackening  the  process. 

This  means  growing  separation  of  city  and  country, 
industry  and  industrial  commerce,  finance  capital  and  agri- 
culture. This  growing  separation  is  the  most  important  cause 
of  the  crisis  in  private  property,  especially  capitalistic,  private 
property.  Under  the  conditions  of  such  an  internally  barri- 
caded, overburdened,  invisible,  uncontrollable,  uncoordinated 
economy,  neither  a  national  nor  an  international  plan  can 
be  fulfilled.  Nor  does  the  form  of  system  matter,  whether  the 
"United  Front"  as  in  Germany  or  the  "corporative  state"  as 
in  Italy.  This  makes  no  difference  in  the  possibility  of  realiza- 
tion. Both  are  violations  of  the  following  laws : 

A.  The  law  of  homogeneity  or  freedom  of  economic  space. 

B.  The  law  of  balance  in  a  unified  budget  of  the  national  economy. 

C.  The  law  of  coordination  of  branches  of  economy,  production,  re- 

production, distribution,  and  consumption. 

D.  The  law  of  full  utilization  of  capacity. 

E.  The  law  of  rational  management  as  between  centralization  and 

decentralization. 

The  entire  history  of  private  property  is  the  history  of 
organization,  which  changes  from  decentralization  to  cen- 
tralization. The  object  is  to  relieve  private  property  of  the 
growing  burden  of  net  consumption.  The  change  of  center  has 
resulted  merely  in  moving  the  burden  from  one  side  to  the 
other,  from  agriculture  to  industry,  and  vice  versa;  from 
motherland  to  colonies,  and  vice  versa.  The  effect  has  been  a 
progressive  expropriation  of  productive  forces,  both  in  country 
and  city. 

These  changes  in  form  are  logical,  but  fantastic.  While 
the  forms  of  organization  change,  the  substance — private 
property — remains  the  same,  with  different  intensity.  Change 
of  form  has  not  resulted  in  a  growing  reproductive  force.  On 
the  contrary  the  reproductive  force,  in  form  of  kind  or  of 
money  as  equivalent  to  labor  force,  has  decreased  with  the 
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change  from  decentralization  to  centralization,  from  horizontal 
to  vertical  structure.  The  entire  process  has  been  the  way  of 
expropriating  labor  force  and  decreasing  participation  in  con- 
sumption, or  of  declining  real  wages.  The  fundamentals  have 
not  changed,  whether  the  form  be  decentralization  or  cen- 
tralization. 

Because  both  Nazi  and  Fascist  economy  are  a  continua- 
tion of  this  process,  their  economic  policy  cannot  result  in  real 
relief  for  the  burdened  economy.  They  must  result  in  increase 
of  an  unproductive  burden  which  consists  in  decreasing  repro- 
ductive force  or  declining  real  wages  or  lessening  internal 
purchasing  power. 

Restrained  within  the  United  Front,  as  centralization  is 
called  in  Germany,  or  within  the  "corporative  economy"  of 
the  Italian  Fascist  state,  with  all  the  capitalistic  divergences, 
internal  barriers,  class  differences,  and  capitalistic  competition 
preserved  thereby,  the  economic  space  is  not  freer  than  it  was 
before.  An  economic  plan  superimposed  upon  a  capitalistically 
barricaded  space  is  a  plan  "in  the  air,"  separated  from  the 
ground  and  therefore  not  a  real  plan.  Such  a  plan  does  not 
permit  the  working  out  of  a  nationwide  budget.  It  is  impos- 
sible, under  such  economic  conditions,  to  work  out  a  true 
balance  sheet.  The  elements  in  the  economy  are  not  clear,  and 
therefore  fundamental  mistakes  in  budgeting  must  spoil  the 
plan.  Statistics  are  superficial  or  lacking.  Growing  net  con- 
sumption, growing  debts,  and  growing  burden  result  in  the 
opposite  of  a  planned  economy.  The  consequence  is  centralized 
anarchic  bankruptcy.  It  is  an  organization  of  atomistic  destruc- 
tion, apparently  unified  but  in  reality  divided  within  itself 
under  a  superficial  control.  That  control  is  the  famous  Nazi 
or  Fascist  economic  leadership,  the  "creative"  force  by  which 
an  economic  regulation,  a  "commonsense"  regulation,  is  to  be 
fulfilled. 

If  a  true  budget  is  impossible,  a  real  coordination  of  eco- 
nomic processes  is  also  impossible.  Private  property,  concen- 
trated or  not  concentrated,  does  not  permit  of  planned 
utilization.  The  network  of  private  credits  and  debts  is  the 
barricade  against  the  planners.  The  so-called  leader's  power 
cannot  coordinate  production,  distribution,  and  consumption. 
The  heterogeneous  structure  of  the  capitalistic  economy  can- 
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not  be  changed  into  a  homogeneous  structure.  The  rational 
relationship  between  industry  and  agriculture,  especially  the 
reconciliation  of  city  and  country,  the  most  important  rational 
relationship  and  the  main  object  of  a  real  economic  change, 
remains  a  mere  theory. 

The  law  of  capacity,  however,  continues  to  function. 
While  the  whole  economic  situation  is  getting  worse,  while 
real  wages  or  purchasing  power  decrease,  technical  capacity 
must  be  utilized.  This  contradiction  cannot  be  overcome  by 
abandoning  the  technical  apparatus,  as  the  Nazis  promised 
in  their  theory.  Therefore  Nazism  or  Fascism  must  use  the 
machines,  but  not  for  regular  orders.  They  use  them  for  war 
orders,  so  that  the  accumulation  of  constant  capital  and  the 
turning  out  of  products  which  do  not  reenter  the  process  of 
production  are  growing  rapidly.  Under  such  conditions,  fulfil- 
ment of  the  law  of  technical  capacity  violates  the  interest  of 
the  economy.  Instead  of  abandoning  and  destroying  constant 
capital,  Nazism  and  Fascism  must  accumulate  constant  capital 
to  a  higher  degree  than  before. 

Growing  industrial  production,  especially  in  Nazi  Ger- 
many, is  not  a  secret.  The  quantitative  rise  of  industrial  output 
is  not  identical  with  a  rise  in  appropriation  of  totality  of  pro- 
duction by  the  producers,  according  to  our  definition  of  the 
"total  product."  On  the  contrary,  the  higher  the  quantitative 
production  under  such  circumstances,  the  less  perfect  the  form 
of  the  total  product  or  the  more  disproportionate  the  share  of 
this  product  which  goes  back  to  the  producers.  Upon  every 
product  presses  the  law  of  increasing  burden.  Therefore,  quan- 
titative and  qualitative  production  under  this  law  of  increasing 
burden  are  diverging  more  and  more. 

In  such  a  regime  as  the  Nazi  or  Fascist,  it  is  easy  to 
diminish  quantitative  unemployment.  But  true  employment 
means  the  use  of  the  real  labor  force.  One  can  say  that  the 
greater  the  employment  under  Nazism  or  Fascism,  the  greater 
the  unemployment.  It  is  necessary  to  change  the  idea  of 
employment  and  unemployment  in  this  way.  For  instance,  we 
have  examples  in  modern  colonies  where  unemployment  has 
not  existed,  but  where  quantitative  full  employment  has 
actually  resulted  only  in  decreasing  the  labor  force  of  worker 
and  farmer.  Work  is  employment  only  when  the  employee 
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receives  the  highest  equivalent  to  restore  his  force  to  produce. 

It  would  be  well  to  explain  employment  and  unemploy- 
ment from  this  point  of  view.  To  order,  by  Fascist  or  Nazi 
decree,  the  disappearance  of  quantitative  unemployment  by 
putting  workers  at  jobs  should  be  easy.  But  even  this  easy 
thing  cannot  be  accomplished,  as  the  large  amount  of  unem- 
ployment in  Italy  and  in  Germany  clearly  shows.  At  the  end  of 
1934,  1,200,000  people  were  unemployed  in  Italy,  and  I  esti- 
mate that  unemployment  in  Germany  since  the  Nazis  came 
into  power  has  not  diminished  more  than  7  per  cent.  Taking 
the  total  sum  of  wages  in  Germany,  the  result  of  the  feverish 
campaign  for  employment  was  nil,  because  employed  workers 
at  the  end  of  1934  were  earning  no  more  than  the  total  sum  of 
wages  before  Hitler  came  into  power.  Here  we  have  the  law 
of  increasing  burden,  or  the  organization  of  the  loss.  Total 
real  wages  and  average  real  wages  must  decline  steadily  under 
such  conditions. 

If  we  understand  the  level  of  wages  to  be  identical  with 
intensity  of  class  differences,  these  differences  are  sharper 
than  before  in  Italy  and  in  Germany.  They  are  not  so  visible  or 
explosive  as  before,  but  they  exist,  and  the  question  of  appear- 
ance and  explosion  is  merely  a  question  of  the  Italian  and 
German  rulers  being  able  to  maintain  their  centralization  by 
force. 

The  guaranteed  jobs  for  all  workers  and  white-collar 
employees,  promised  by  Mussolini  and  by  Hitler,  do  not  exist. 
And  even  if  these  positions  exist  for  some  additional  hundred 
thousands  or  even  for  some  millions  of  employees,  real  unem- 
ployment expresses  itself  in  diminution  of  real  wages :  in  Italy, 
about  25  per  cent;  in  Germany,  I  estimate,  about  20  per  cent. 

So-called  economic  planning  in  Italy  and  Germany  is 
really  planning  for  the  general  introduction  of  soup  kitchens 
to  take  the  place  of  real  wages  which  would  give  sufficient 
purchasing  power  to  reconstruct  the  force  to  produce  spent 
by  the  workers  during  the  process  of  production.  This  is  the 
much  praised  Spartanism  or  "heroic  poverty."  The  "blood  and 
soil"  signify  in  reality  more  water  than  blood  in  the  veins, 
and  more  insecurity  under  the  feet  than  before.  Reconciliation 
of  country  and  city  or  of  agriculture  and  industry  remains 
visionary.  For  instance,  the  farmers  of  Cremona,  one  of  the 
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most  fertile  regions  of  Italy,  received  at  the  end  of  1934,  for 
an  average  family  of  four,  not  more  than  six  lira  a  day — not 
enough  for  a  living  wage. 

What  has  such  planning  to  do  with  real  planning,  if 
planning  is  understood  to  be  regulation  of  an  economy — not  to 
impoverish  people,  but  to  give  them  secure  welfare?  Planning 
for  poverty  is  barbarous.  It  is  not  real  planning,  but  planning 
against  economic  laws,  which  are  at  the  same  time  laws  of 
human  culture.  The  next  stage  of  such  a  development  will  be 
military  explosion  for  violent  expansion.  The  last  war  was  a 
futile  attempt  of  capitalist  countries  to  get  rid  of  the  increas- 
ing burden.  The  consequence  must  logically  be  a  new  war, 
on  a  higher  level  of  destruction.  Fascist  and  Nazi  planning 
are  the  most  tragic  nonsense  of  our  time,  the  most  tragic  con- 
tradiction between  dreams  and  realization. 

Another  expression  of  declining  value  is  the  increase  of 
debts.  Since  Hitler  came  into  power,  the  internal  debt  increased 
from  8.4  billion  gold  marks  to  about  15  billion.  It  is  possible 
that  the  increase  is  higher  than  this  estimate.  Because  the 
character  of  public  debts  changes  from  long-term  to  short- 
term  debts,  payment  of  these  debts  becomes  more  and  more 
uncertain.  Economic  concentration  in  Italy  and  Nazi  Germany 
is  not  capable  of  stabilizing  the  financial  system.  On  the  con- 
trary, the  more  concentrated  or  centralized  these  economies, 
the  more  uncertain  the  calculation.  The  accounting  system 
does  not  become  clearer  and  more  stabilized.  On  the  contrary, 
it  becomes  more  vague  and  more  unstable.  The  process  of 
money  circulation  must  be  interrupted  more  and  more  often, 
and  credits  for  the  regular  economic  life  must  be  restricted. 
The  standard  value  of  money  becomes  fictitious,  at  least 
partially,  and  the  nominal  standard  value  merely  an  empty 
value,  apparently  consolidated  by  restriction. 

The  whole  is  a  continuation,  on  a  higher  unproductive 
level,  of  the  capitalistic  development,  with  all  its  divergences. 
It  is  not  an  accident  that  heavy  industry,  big  land  capital, 
and  bank  capital  direct  Fascist  and  Nazi  economy,  with  some 
concessions  to  the  Fascist  and  Nazi  promises  of  economic  con- 
trol by  the  so-called  leaders.  Leading  capital  does  not  want  to 
exaggerate  this  control,  fearing  that  the  whole  system  may 
collapse  and  change  fundamentally.  The  leading  capitalists  in 
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Italy  and  Germany  do  not  want  to  be  overthrown  by  what  they 
have  created. 

The  purpose  of  these  so-called  planned  economies  was 
especially  to  destroy  the  workers'  unions  and  unions  of  white- 
collar  employees,  restore  capitalistic  leadership  in  factories, 
commercial  houses,  banks,  and  so  on,  and  separate  the  workers 
of  one  capitalistic  cell  from  the  workers  of  the  other  cells. 
That  is  really  what  Mussolini  and  the  Nazis  call  "common- 
sense,"  or  the  disappearance  of  the  class  struggle.  That  is  the 
United  Front  and  the  corporative  state  in  Germany  and  in 
Italy. 

To  conclude:  Fascist  and  Nazi  planning  lacks  all  the 
necessary  elements  of  planning :  homogeneous  or  free  economic 
space,  effective  budgeting,  effective  coordination  of  production, 
distribution,  and  consumption,  fulfilment  of  the  law  of  ca- 
pacity, and  the  bringing  together  of  the  heterogeneously  built 
and  developed  structure  of  the  economy — that  is,  the  joining, 
according  to  the  law  of  rational  administration,  of  all  elements 
of  the  economy,  especially  city  and  country,  or  industry  and 
agriculture.  Fascist  and  Nazi  planning  is  restrictive  planning 
in  the  highest  degree. 

While  Fascist  and  Nazi  planning  preserves  capitalistic 
conditions,  trying  to  overcome  their  consequences  by  a  plan 
which  under  such  circumstances  cannot  be  fulfilled,  Soviet 
planning  is  based  on  a  fundamental  change  from  capitalistic 
to  socialistic  foundations.  The  Soviet  planners  were  and  are 
Marxists,  and  consequently  Soviet  planning  is  based  on 
Marxian  ideas.  The  materialistic,  dialectic  social,  and  eco- 
nomic theory  of  Marx  is  the  theory  of  change  of  social 
conditions  through  all  history  as  the  consequence  of  the 
development  of  productive  forces  to  such  a  degree  that  social 
conditions  are  no  longer  adequate  to  the  status  of  productive 
forces,  and  vice  versa.  Social  conditions  change  to  give  freer 
space  to  the  developed  productive  forces  to  continue  their 
intensity  within  a  new  social  form.  It  is  the  idea  of  expansive 
economic  and  social  development,  the  theory  of  economic  and 
social  progress  by  such  changes,  caused  by  the  dialectic  func- 
tioning of  contradictions  between  productive  forces  and  social 
conditions.  It  is  the  clearest  and  most  direct  example  of  a 
progressive  economic  and  social  theory. 
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The  change  of  social  conditions  to  liberate  the  enchained 
productive  forces  can  take  place  only  when  the  productive 
forces  are  developed  so  far  as  possible  within  their  social 
limits.  But  at  that  moment  the  new  social  conditions  not  yet 
in  power  are  developed  to  such  a  degree  that  the  change  is  no 
more  than  the  legalization  of  a  social  form  already  created  by 
the  dialectic  social  economic  process.  In  the  development  of 
capitalism  the  contradiction  that  the  proletariat  is  created  as 
a  negation  of  capital  by  capital  itself  is  not  only  symptomatic 
of  immense  productivity,  but  is  also  prophetic  of  the  coming 
social  form,  accommodated  to  the  highly  developed  productive 
forces.  Capital,  creating  its  own  negation,  creates  at  the  same 
time  new  conditions  of  production  expressed  in  new  social 
conditions.  The  new  is  the  cooperative  form,  which  is  more 
adequate  to  the  existing  and  future  development  of  the  pro- 
ductive forces — that  is,  labor  force  and  technical  capacity — 
than  is  the  individualistic  form  of  capitalistic  private  property. 

This  cooperative  economy  is  the  standard  form  of  the 
productive  forces  in  the  society  coming  after  the  capitalistic 
economy.  The  form  adopted  was  the  Soviet,  which  means 
"council."  It  is  elected  by  the  workers  and  peasants  in  every 
occupational  unit  and  in  villages,  towns  and  regions.  Lenin 
described  the  Soviet  as  the  highest  form  of  democracy.  And  as 
it  is  more  adapted  to  the  increase  of  economic  intensity  and 
dimension  of  the  productive  forces  than  the  capitalistic  sys- 
tem, the  Soviet  economy  must  be  a  progressive  form  of  rela- 
tionships between  productive  forces  and  social  conditions. 
Sovietism,  or  cooperation  of  productive  forces,  born  of  the 
capitalistic  development  and  developed  by  capitalism,  sig- 
nifies, in  accordance  with  the  Marxian  theory,  a  higher  type 
of  economic  development.  It  is  an  expansive  development.  As 
a  planned  economy  the  Soviet  economy  is  the  conscious  con- 
tinuation and  fulfillment,  so  to  speak,  of  the  more  instinctive 
organization  of  productive  forces  under  capitalistic  conditions. 

It  is  a  fundamental  mistake  to  say  that  Russia  was  an 
agrarian  country  before  the  revolution,  in  the  sense  of  im- 
mobility. Investigations,  by  Lenin  and  by  other  economists, 
of  the  development  of  Russian  agriculture  and  especially  of 
the  small  farms  of  Russia  before  191 7  make  it  obvious  that 
capitalism  ruled,  more  or  less,  the  entire  Russian  agriculture. 
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The  form  of  agriculture  is  of  secondary  significance  in  com- 
parison with  the  content.  The  content  was  capitalistic.  Directly 
and  indirectly,  Russian  agriculture  became  more  and  more 
market  agriculture,  or  an  object  of  internal  and  external  finance 
capital.  The  consequence  was  a  growing  impoverishment  of 
the  Russian  peasantry  and  a  sharper  and  clearer  separation 
of  city  and  country.  The  trend  of  the  agricultural  masses  was 
clearly  against  finance  capital  and  its  political  expression,  the 
czarist  regime. 

The  form  of  the  agrarian  Soviet — that  is,  the  form  of  this 
process — was  not  invented  or  introduced  by  the  Bolsheviks. 
This  form  was,  of  course  more  sporadically  then  systematically, 
created  by  the  development  itself.  The  Bolsheviks  used  and 
systematized  this  creation  of  self-controlled  organizations  and 
realized  in  such  a  way  the  Marxian  idea  of  the  birth  of  the 
next  and  more  progressive  form  out  of  the  restrictive  and 
limited  form  of  capitalism. 

The  process  in  Russian  industry  was  the  same,  with  higher 
intensity.  The  objective  of  Soviet  planning  had  therefore  to 
be  not  only  to  realize  consciously  the  more  instinctive  economic 
plan  in  agriculture  and  industry  by  systematization  of  its  form, 
but  also  to  reconcile  the  two  fundamental  parts  of  the  economy 
— agriculture  and  industry — by  giving  agriculture  the  higher 
intensity  of  industry. 

The  creation  of  Soviets  is  not  new.  This  phenomenon  is 
as  old  as  the  exploitation  of  labor  forces.  That  shows  the 
logical  character  of  this  social  system  of  production.  To  give 
some  examples:  The  rebellion  of  the  Sicilian  slave  farmers 
against  Rome  in  123  b.c.  was  obviously  a  Soviet  movement. 
We  have  already  defined  the  word  "Soviet"  as  a  council  of 
productive  labor,  a  form  of  self-control  by  the  productive 
forces.  The  program  of  this  peasantry  was  a  program  of  co- 
operation represented  and  directed  by  elected  councils — a  real 
Soviet  program.  It  was  the  logical  form  to  work  out  the 
productive  forces  which  had  been  highly  developed  by  the  un- 
productive needs  of  the  private  property  of  that  empire.  The 
strength  of  the  old  Sicilian  Soviet  system  was  so  great  that 
the  Sicilian  peasantry  could  withstand  the  attacks  of  the  mili- 
tary forces  of  Rome  for  about  ten  years. 

The  germs  of  Sovietism  can  be  found  in  the  program 
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carried  out  by  the  German  peasantry  during  the  Peasants'  War 
against  feudalism  and  the  commerce  of  cities  and  towns.  The 
French  Revolution  was,  from  this  point  of  view,  an  attempt 
to  organize  a  Soviet  form  of  self-government;  the  Mexican 
Hidalgo  program  of  revolution  in  1810  and  the  Paris  Com- 
mune in  1 87 1  were  like  attempts,  and  there  are  other  instances 
in  history. 

But  all  these  attempts  at  sovietization  inevitably  collapsed 
because  of  the  actual  conditions,  which  did  not  permit  a  system 
of  Soviets  over  a  sufficiently  large  economic  space.  The  real 
prerequisites  of  the  establishment  of  the  Soviet  system  are 
the  conditions  of  developed  capitalism  characterized  by  the 
competitive  system  of  the  market  or  by  the  direct  or  indirect 
transformation  of  the  product  made  for  use  into  merchandise 
made  for  sale  at  a  profit,  and  by  the  corresponding  trans- 
formation of  labor  into  a  commodity  for  sale. 

Capitalism  has  expanded  and  intensified  the  market,  as 
well  as  the  circulation  of  commodities  through  this  space.  If 
this  movement  of  capitalistic  mobilization  has  penetrated,  more 
or  less,  the  entire  economy  of  a  country,  then  we  can  speak 
of  a  standardization  or  a  certain  unification  of  productive 
forces.  At  such  a  stage  there  is  the  possibility  and,  at  least, 
the  necessity  of  coordinating  productive  forces  by  encouraging 
their  tendencies. 

Soviets  are  not  new,  nor  are  they  an  invention  of  the 
Soviet  regime,  but  the  system  of  the  Soviet  Union  is  the  first 
example  of  systematization  of  Soviets,  or  the  construction  of 
a  network  of  self-government  organizations — the  organization 
of  cooperation  born  of  capitalism  and  worked  out  by  Sovietism. 

Characteristic  of  the  capitalistic  structure  is  the  lack  of 
homogeneous  coordination  in  industry  and  agriculture,  espe- 
cially in  industry.  This  is  the  direct  consequence  of  finance 
capitalistic  investment,  precipitated  by  the  need  for  immediate 
profit  or  by  the  need  for  war  to  defend  the  heterogeneous  eco- 
nomic structure  and  its  social  conditions. 

Russian  industry  before  the  revolution  was  a  clear  example 
of  such  heterogeneity.  The  machine  industry,  for  instance, 
was  located  in  St.  Petersburg,  Riga,  and  Reval,  much  too  far 
from  the  sources  of  raw  material.  It  was  a  speculative  industry 
and  a  war  industry.  Here  we  have  the  law  of  control  by  reason 
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or  knowledge  violated  by  Russian  governments  since  Peter 
the  Great,  and  especially  by  the  czarist  government  of  the  nine- 
teenth and  twentieth  centuries.  This  speculative,  strategic 
structure  of  Russian  industry  was  at  the  same  time  a  viola- 
tion of  what  may  be  called  the  law  of  economic  distance. 
Therefore  we  see  the  railroad  or  transportation  system  in 
Russia  unable  to  serve  in  the  organic  exploitation  and  de- 
velopment of  natural  resources  and  menacing  the  economy 
with  collapse  in  a  critical  period.  It  is  highly  interesting  that 
a  movement  of  the  machine  industry  toward  the  regions  of 
natural  resources  began  during  the  war.  It  was  a  compulsory 
war  movement,  but  as  war  is  only  the  explosive  period  of  capi- 
talistic heterogeneity,  this  migration  is  highly  interesting  for 
us  as  an  example  of  organic  development. 

But  it  was  not  possible  to  overcome  the  split  in  technical 
organization  in  such  a  way  and  under  such  conditions.  On  the 
contrary,  this  migration  through  a  barricaded  and  overbur- 
dened anarchic  economic  space  hindered  coordination.  The 
Russian  government  tried  to  ration  production,  distribution, 
and  consumption,  but  this  attempt  broke  down.  It  was  impos- 
sible to  overcome  the  separation  in  itself  and  the  exhaustion 
of  productive  forces — that  is,  the  labor  force  and  the  technical 
apparatus — while  net  consumption  for  war  purposes  increased 
rapidly. 

We  see  here  the  connection  between  increasing  burden, 
productive  exploitation,  and  capitalistic  anarchy.  Centraliza- 
tion or  concentration  does  not  signify  homogeneity,  if  the  con- 
tent— the  real  economic  value — enters  a  period  of  decline.  It 
is  as  though  one  were  to  dress  a  skeleton  in  an  overcoat  or 
galvanize  a  dying  man,  substituting  electrical  energy  for  life. 

Circulation  of  goods  and  money  was  interrupted  by  grow- 
ing unemployment,  growing  abandonment  of  land,  exaggerated 
use  of  machinery,  and  heterogeneity  of  transportation  and 
manufacture.  The  result  was  the  collapse  of  the  whole  eco- 
nomic system,  of  this  futile  centralization  and  control  from 
above,  and  the  creation  of  self -controlled  organizations  to  regu- 
late the  economy  from  below.  It  was  the  beginning  of  sovietiza- 
tion,  these  conditions  having  created  thousands  of  Soviet 
committees  in  agriculture  and  industry  before  the  Bolsheviki 
came  into  power.  They  came  into  power  when  this  develop- 
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ment  was  going  on  and  when  it  was  clear  that  the  productive 
masses  of  Russia  could  no  longer  exist  under  old  conditions 
and  were  trying  to  change  those  conditions  by  transformation 
of  the  old  form  of  control  into  a  new  form — the  Soviet.  The 
objective  of  the  Soviet  government  was  to  evolve  and  to  sys- 
tematize this  movement — to  construct  a  coordinated  Soviet 
system. 

What  course  did  the  Soviets  adopt  in  order  not  to  be 
mere  empty  forms  of  power,  but  actual  agents  of  fulfillment 
of  an  inevitable  social  economic  law? 

One  of  the  first  decrees  ordered  cancellation  of  all  internal 
and  external  debts.  This  cancellation  was  a  strong  instrument 
of  expropriation  of  means  of  production.  By  the  cancellation 
of  internal  and  external  debts,  the  whole  network  of  creditors 
and  debtors  was  destroyed.  The  consequence  was  disappear- 
ance of  capitalistic  private  property,  because  capitalistic  pri- 
vate property  can  be  maintained  only  by  preservation  of  the 
debt  network. 

Another  consequence  was  the  elimination  of  the  whole 
burden  in  the  form  of  credits  or  debts,  and  therefore  the  sav- 
ing of  the  part  of  the  total  Russian  product  represented  in 
that  burden.  For  instance,  it  was  no  longer  necessary  to  pay 
a  high  percentage  of  the  total  debt  by  exports  without  any 
equivalents. 

Under  such  circumstances,  it  is  clear  that  economic  space 
immediately  became  freer  than  before,  although  the  economic 
base  was  more  or  less  destroyed  by  the  capitalistic  develop- 
ment before  the  war  and  by  terrible  economic  losses  during 
the  war.  The  agrarian  debt  to  finance  capital — about  1,700,- 
000,000  gold  rubles  a  year — disappeared,  and  this  removed 
some  obstacles  on  the  way  toward  reconciliation  of  city  and 
country.  So  we  have  as  immediate  results  of  cancellation  of 
internal  and  external  debts  and  of  expropriation  of  private 
capital  as  the  employer  of  labor  forces,  the  saving  of  a  very 
important  part  of  the  total  product  and  freer  space  to  develop 
productive  forces. 

Of  course,  in  the  first  moment  the  economic  cell  hung, 
so  to  speak,  in  the  empty  air,  without  organic  connection. 
The  factories  and  the  farms  had  to  seek  new  connections  to 
replace  the  old  economic  and  financial  network.  It  was  neces- 
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sary  to  restore,  as  rapidly  as  possible,  regular  production,  dis- 
tribution, and  consumption  corresponding  to  the  organic  trend 
of  the  economy.  In  other  words,  it  was  necessary  to  use  the 
cooperative  Soviet  form  to  achieve  systematization  of  that 
form,  bringing  together  and  making  reciprocal  the  planning 
center  and  the  cells  and  their  regional  Soviet  organizations. 

Cancellation  of  internal  and  external  debts  ended  the  in- 
ternal separation  of  the  Russian  economy — the  capitalistic 
competition,  the  internal  struggle,  the  system  of  warring  eco- 
nomic fortresses  and  business  secrets.  There  was  no  more  in- 
terest in  the  maintenance  of  such  barriers;  on  the  contrary, 
the  interest  was  in  cooperation. 

To  realize  effective  cooperation,  the  Soviets  needed  a  true 
balance  sheet  of  all  the  contents  of  the  Russian  economy.  The 
economic  space,  free  from  internal  barriers,  now  permitted 
nationwide  budgeting.  A  capitalistic  economy  cannot  be  bud- 
geted in  this  sense.  Statistics  are  superficial  if  investigators 
and  controllers  cannot  go  into  the  last  corner  of  a  factory  or 
farm  or  any  other  economic  cell.  The  inevitable  condition  of 
true  budgeting  is  true  visibility  of  the  economic  contents. 
Under  capitalism  we  are  even  unable  to  work  out  a  true 
balance  sheet  of  a  single  street  or  a  couple  of  houses  with 
their  contents. 

This  process  of  economic  clearance  was  misunderstood 
by  most  of  the  outside  world.  Liberal  and  conservative  econo- 
mists in  capitalistic  countries  predicted  the  imminent  downfall 
of  the  Soviet  rule,  not  understanding  the  inevitable  stability 
of  this  systematization  of  organic  tendencies  to  control  and 
combine  the  economy  from  below,  connected  with  the  plan 
center  in  the  sense  of  cooperation  and  identity  willing  to  regu- 
late production,  distribution,  and  consumption.  If  a  free  space 
is  before  you,  that  is,  if  the  contents  of  the  economic  space 
are  visible  and  your  power  to  dispose  of  those  contents  is 
identical  with  the  will  of  the  productive  forces,  then  your 
disposition  of  them  is  much  more  effective  than  disposition  by 
an  individualistic  owner  of  his  private  property  or  by  a  Fascist 
or  Nazi  superficial  controller  and  defender  of  private 
property. 

The  law  of  capacity  is  much  more  easily  and  effectively 
fulfilled  in  a  free  economic  space.  After  canceling  internal 
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barriers,  the  way  out  of  industry  to  agriculture,  and  vice  versa, 
is  no  longer  barricaded  as  before.  After  breaking  down  the  high 
wall  between  country  and  city,  between  agriculture  and  in- 
dustry, reconciliation  is  much  easier  than  in  a  capitalistic 
economy.  After  the  disappearance  of  the  finance  capitalistic 
burden  over  the  land,  this  reconciliation  signifies  more  and 
more  equalization  of  value  of  city  and  country,  of  industry 
and  agriculture. 

Under  the  new  conditions  of  planning,  especially  the  new 
conditions  of  freer  and  more  effective  management,  the  law 
of  the  science  of  management,  which  was  fundamentally  vio- 
lated by  czarist  capitalistic  policies,  could  operate  better  than 
before  19 17.  Of  course,  it  was  not  possible  to  utilize  all  these 
possibilities  from  the  start.  Conditions  had  changed,  but  re- 
construction of  destroyed  constant  capital  was  necessary,  and 
the  Soviets  tried  from  the  beginning  of  planning  so  to  recon- 
struct that  the  law  of  scientific  direction  was  realized  as 
closely  as  possible. 

National  budgeting,  not  in  the  ordinary  sense  but  in  the 
sense  of  real  effectiveness  of  the  freer  space,  signifies  freedom 
and  firmer  ground  for  calculation.  The  new  balance  sheet,  the 
socialistic  balance  sheet,  makes  it  easier  to  measure  necessary 
accumulations  and  the  cost  of  the  whole  economy  than  it  was 
in  the  capitalistic  era.  Here  we  have  one  of  the  most  important 
results  of  Soviet  planning :  It  is  now  possible  by  experimenta- 
tion and  investigation  to  find  a  general  denominator  of  the 
total  product  so  that  accumulation  of  constant  capital  can  be 
developed  without  a  dangerous  diminution  of  the  reproductible 
force  of  the  working  class.  On  the  other  hand,  the  logical  in- 
crease of  the  total  value  permits  more  intensive  and  expansive 
accumulation  for  construction  of  factories,  water  and  electric 
plants,  railways,  and  so  on.  While  Fascist  and  Nazi  planning 
tries  to  destroy  constant  capital  and  establish  a  low  standard 
of  living  or  an  average  poverty  of  the  masses  and  so  escape 
the  danger  of  constant  capital,  the  Soviet  planned  economy 
can  go  on  building  up  constant  capital  and,  at  the  same  time, 
increasing  the  total  value,  that  is,  expanding  productive  forces 
under  the  new  social  conditions. 

It  is  clear  that  such  a  fundamental  change  from  declining 
total  product  in  our  sense  to  increasing  total  product  in  the 
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same  sense  cannot  go  on  without  difficulties  and  interruptions. 
But  this  cannot  hinder  the  main  stream,  which  is  clearing 
itself  by  its  own  potentiality  from  the  remnants  of  the  former 
economy.  Continuing  and  realizing  the  trends  of  the  former 
economy — fulfilling  the  law  of  expansive  planning  so  far  as 
possible  after  breaking  down  the  self-limitation  of  capitalism, 
the  new  economy  has  to  fight  against  thousands  of  inheritances 
of  the  former  society.  The  French  Revolution,  as  the  disappear- 
ance of  feudalism  and  the  beginning  of  freer  capitalism  in 
France,  did  not  immediately  influence  and  change  French 
feudalism  and  European  feudalism.  It  was  a  long  time  before 
capitalistic  mobilization  in  Europe  was  realized.  The  socialistic 
transformation  is,  I  believe,  quicker  than  the  transformation 
from  feudalism  to  capitalism.  But  it  must  be  a  transformation 
with  all  its  restraints. 

So  we  have  the  Soviet  planned  economy  on  the  way  to 
fulfill  the  following  laws: 

Law  of  homogeneity  or  free  economic  space 

Law  of  coordination 

Law  of  capacity 

Law  of  rational  management 

The  Soviet  planners  have  an  effective  capacity  for  meas- 
uring accumulation  and  the  non-reproductible  part  of  the  total 
product  which  does  not  go  back  to  the  productive  forces,  that 
is,  to  the  masses,  who  are  producers  of  economic  value.  This 
really  constitutes  the  disappearance  of  the  class  struggle,  if 
we  consider  the  class  struggle  as  the  social  form  of  economic 
contradictions  or  conflicts  of  interest  in  the  division  of  the 
product.  Free  space,  or  identity  of  economic  space  with  geo- 
graphic space,  which  does  not  exist  in  a  capitalistic  economy, 
true  budgeting,  better  management  or  direction  over  a  wider 
area,  conformity  to  the  science  of  management,  fulfillment  of 
the  law  of  full  utilization  of  capacity — all  these  results  brought 
about  by  permanent  cooperation  which  actually  functions,  with 
the  result  that  economic  development  expands  while  the  total 
product  increases,  signify  the  disappearance  of  the  old  eco- 
nomic and  social  contradictions  or  the  contradictions  between 
productive  forces  and  social  conditions.  This  results  in  essen- 
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tial  equality  of  classes,  not  in  the  ordinary  sense  but  in  corre- 
spondence with  the  increase  of  value  (or  quality)  of  the 
quantitative  production.  Here  we  have  the  cultural  problem, 
and  the  clear  conclusion  that  the  cultural  superstructure  must 
change  with  economic  change  in  the  material  basis  which  is 
the  foundation  of  culture.  The  culture  itself  thus  becomes  a 
homogeneous  part  of  the  new  socialistic  society. 


CHAPTER  II 

ECONOMIC  PLANNING  AND  LABOR 
LEGISLATION 


HAROLD  BUTLER 


IN  the  fifteen  years  since  the  first  International  Labor  Con- 
ference met  in  Washington,  the  members  of  the  International 
Labor  Organization  have  both  enlarged  their  fellowship  and 
extended  the  scope  of  their  labor  code.  The  organization 
started  with  thirty-two  signatory  countries  as  members,  and  at 
Washington  formulated  six  treaties  of  binding  legal  effect,  laying 
down  basic  principles  of  the  shorter  workday,  the  employment 
of  women  and  children,  the  facilitating  of  employment,  and 
the  minimizing  of  the  hazards  of  industry.  The  organization 
now  numbers  sixty-two  adhering  countries  and  has  added  to 
the  code  of  social  standards  thirty-five  treaties  already  in  oper- 
ation with  drafts  of  an  additional  nine  in  course  of  becoming 
operative. 

I 

Any  program  of  economic  planning  must  necessarily  take 
into  account  the  desires  and  objectives  of  the  mass  of  the 
people  and  give  expression  to  these  in  various  measures  of 
social  action.  The  treaties  drafted  by  the  conference  represent 
in  effect  the  demands  of  the  great  body  of  workers  who  con- 
stitute the  far  greater  majority  of  the  population  of  the  world. 
Their  demands  are  all  of  long  standing  and  are  natural  prod- 
ucts of  the  industrial  revolution.  Enlarged  and  improved,  these 
demands  may  be  expected  to  express  the  hopes  and  aspirations 
of  the  toiling  masses  for  generations  yet  to  come.  In  the  mean- 
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time,  the  last  four  years  seem  to  have  introduced  transforma- 
tions that  have  modified  the  outlook  of  over  three-fifths  of 
the  world  population.  Four  of  the  world's  chief  industrial 
states,  in  which  live  four  hundred  million  people  who  have 
supplied  over  three-fifths  of  the  world's  industrial  production, 
have  abjured,  to  a  considerable  extent,  principles  that  have 
hitherto  guided  the  economic  policies  of  those  countries.  There 
is  here  an  immense  amount  of  dissatisfaction  with  policies  of 
mere  adaptation  to  changing  circumstances.  There  is  a  demand 
for  a  more  deliberate  sort  of  interference,  generally  referred 
to  by  some  as  "planning"  whether  in  the  monetary,  industrial, 
commercial,  or  social  field.  A  variety  of  experiments  are  being 
tried  which  aim  at  creating  some  new  types  of  social  structure. 
They  all  involve  a  considerable  measure  of  state  control  of 
economic  functioning,  but  none  of  them,  except  perhaps  in 
one  country,  have  succeeded  in  any  complete  marshaling  of 
economic  forces.  The  question  is  still  open  as  to  the  extent  to 
which  economic  regimentation  can  be  achieved  and  whether 
or  not  we  must  always  continue  to  deal  with  economic  forces 
by  opportunistic  policies  of  adaptation  rather  than  by  control 
through  measures  of  direct  action. 


II 

For  the  moment  it  is  convenient  to  examine  these  various 
"planning"  projects  under  certain  well-marked  heads  in  order 
that  one  may  see  more  clearly  the  newer  background  of  which 
labor  legislation  is  still  a  part. 

First,  there  are  many  types  of  industrial  and  agricultural 
planning,  sometimes  on  purely  capitalistic  lines,  sometimes 
under  state  supervision,  sometimes  covering  a  single  industry, 
or  sometimes  comprising  the  whole  of  industry  or  agriculture 
in  a  given  country. 

Secondly,  there  are  plans  for  controlling  or  diverting  the 
channels  of  foreign  trade  by  artificial  barriers,  which  neces- 
sarily become  linked  with  the  internal  organization  of  industry 
and  agriculture. 

Thirdly,  there  is  the  management  of  credit  and  currency 
exercised  through  the  banking  system,  either  under  the  direct 
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control  of  the  government  or  in  close  association  with  its 
policies. 

Lastly,  there  is  social  legislation,  illustrated  by  national 
schemes  of  social  insurance  or  national  labor  codes  designed 
to  secure  certain  standards  of  health  and  well-being  or  of  labor 
conditions.  This  is  labor  legislation  in  the  narrower  sense  and 
is  chiefly  the  concern  of  the  International  Labor  Organization, 
as  well  as  of  this  paper. 

Ill 

"Industrial  planning,"  the  first  category  of  planning  sys- 
tems, comprises  trusts  or  cartels  or  organizations  of  producers 
themselves,  who  seek  to  regulate  prices  and  to  allocate  markets 
among  themselves.  The  most  far-reaching  of  these  experiments, 
outside  Russia,  is  a  law  for  the  establishment  of  industrial 
corporations  in  Italy  promulgated  last  February.  Its  essential 
feature  is  investing  the  general  direction  of  each  industry  in 
a  board  representing  organizations  of  employers,  workers,  and 
the  technical  staff.  This  board  is  constituted  by  the  govern- 
ment, presided  over  by  a  minister,  and  endowed  with  extensive 
statutory  powers.  Not  only  has  the  corporation  authority  to 
approve  collective  agreements  entered  into  by  its  constituent 
organizations,  but  it  is  also  designed  to  plan  the  whole  pro- 
duction activity  of  the  industry.  In  explaining  the  objects  of 
the  corporation,  Signor  Mussolini  laid  stress  on  its  aim  not 
only  to  achieve  a  greater  degree  of  economic  efficiency,  but 
also  to  bring  about  a  more  social  distribution  of  the  proceeds 
of  industry.  "We  are  taking  a  decisive  step,"  Signor  Mussolini 
declared,  "on  the  road  of  the  revolution,  and  a  revolution  if 
it  is  to  be  great,  if  it  is  to  leave  a  profound  imprint  on  the 
lives  of  the  people  and  on  history,  must  be  a  social  revolution." 
This  means  that  a  position  of  equality  must  be  accorded  to 
the  workers'  unions  that  would  enable  them  to  discuss,  on  an 
equal  footing  with  their  employers,  not  only  conditions  of 
employment  but  also  the  general  interests  of  industry  from 
which  they  derive  their  livelihood. 

In  Great  Britain,  by  contrast,  the  most  thoroughgoing 
effort  at  economic  organization  has  been  undertaken  by  agri- 
culture. Statutory  boards  have  been  set  up  to  control  the 
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marketing  of  various  crops,  supplemented  by  government  regu- 
lation to  regulate  imports  in  order  to  maintain  prices  fixed 
by  the  home  markets.  The  cotton  industry  has  applied  for 
government  assistance  to  carry  through  a  scheme  of  reor- 
ganization, and  in  the  iron  and  steel  industry  the  government 
is  exercising  pressure  to  induce  the  manufacturers  themselves 
to  undertake  reorganization.  Production  of  coal  is  regulated 
by  an  official  commission.  Shipbuilding,  the  chemical  industry, 
and,  to  a  less  extent,  the  railways,  are  organized  in  such  a 
way  as  to  eliminate  excessive  plant  capacity  and  to  produce 
a  higher  degree  of  efficiency.  Thus,  three  great  industries  in 
Great  Britain  are  on  their  way  towards  organization  on  a 
national  scale. 

The  second  and  third  categories  of  economic  planning, 
namely,  those  in  the  spheres  of  commerce  and  finance,  are 
very  closely  related  to  one  another  as  well  as  to  any  planning 
of  industry  and  agriculture. 

During  the  last  few  years  the  imposition  of  tariffs,  quotas, 
and  other  types  of  trade  barriers  has  been  carried  to  a  point 
from  which  it  will  be  very  difficult  to  recede  to  the  practice  of 
even  a  few  years  ago.  However  temporary  the  circumstances 
at  the  time  which  led  to  the  acceptance  and  adoption  thereof, 
the  tide  in  favor  of  self-sufficiency  seems  to  be  subsiding  some- 
what. Nevertheless,  the  concentrated  interests  and  efforts  of  a 
minority  to  defend  an  acquired  right  are  not  likely  to  prevail 
against  a  vapid  general  opinion  of  the  public  to  the  contrary. 
For  all  practical  purposes,  the  world  has  been  brought  to  the 
point  where  international  agreements  for  the  production  and 
distribution  of  foodstuffs  and  raw  materials,  as  was  fore- 
shadowed in  some  of  the  discussions  at  the  London  economic 
conference  of  over  a  year  ago,  have  become  indispensable  as 
part  of  an  effort  at  international  organization  or  economic 
planning.  Whatever  the  means,  it  cannot  be  doubted  but  that 
a  new  endeavor  to  secure  international  cooperation  will  be 
made  as  soon  as  the  impracticability  of  economic  isolation  is 
more  amply  demonstrated  by  the  hard  logic  of  fact. 

Furthermore,  such  national  isolation  cannot  be  broken 
down  until  some  sort  of  financial  planning  has  also  been  intro- 
duced into  the  international  sphere.  Inflation  and  deflation  of 
currency,  the  maintenance  or  abandonment  of  the  gold  stand- 
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ard,  expansion  or  restriction  of  the  credit,  all  represent  de- 
cisions which  go  far  to  settle  the  course  of  prices  and  of 
employment.  The  monetary  action  taken  by  the  governments 
of  Argentina,  Australia,  Germany,  Great  Britain,  Japan,  and 
the  United  States  have  clearly  produced  vital  effects  upon  the 
course  of  the  crisis  in  those  countries.  But  in  this,  perhaps 
more  than  in  any  other  field,  national  organization  and  plan- 
ning are  obviously  inadequate.  If  once  the  idea  that  national 
self-sufficiency  is  feasible  or  desirable  be  discarded,  it  stands 
to  reason  that  some  international  organization  of  credit  and 
exchange  is  essential  to  restore  the  world's  shattered  fortunes. 
The  breakdown  of  the  gold  standard  and  the  prevailing  chaos 
of  the  exchanges  may  eventually  suggest  that  there  is  no  way 
to  recover  monetary  stability  save  by  international  agreement 
and  no  way  to  maintain  it  save  by  international  management, 
which  to  be  effective  must  not  be  subject  to  the  dictation  of 
narrow  national  or  private  interests. 


IV 

The  fourth  category  in  planning  stands  in  special  relation 
to  the  above  measures  of  control.  It  is  one  phase  of  the  com- 
plexities of  economic  life  and  cannot  be  divorced  entirely 
from  the  whole  of  which  it  is  a  part.  The  first  characteristic, 
then,  of  social  legislation  is  this  involvement  with  economic 
life.  Take  the  matter  of  the  distribution  of  the  purchasing 
power  of  labor  in  the  form  of  wages  and  unemployment  bene- 
fits. Taken  together  these  two  figures  give  a  fairly  good  idea 
of  the  money  income  of  the  wage-earning  community.  In  in- 
dustrial countries  the  sums  disbursed  for  unemployment  relief 
and  assistance  represent  a  considerable  part  of  the  total  income 
and  are  a  very  important  element  in  determining  the  volume 
of  retail  trade.  In  turn,  retail  trade  goes  far  to  regulate  the 
volume  of  production  both  in  industry  and  agriculture  and 
consequently  to  maintain  the  rhythm  of  industrial  productivity. 

The  effect  of  this  method  of  distributing  the  income  of 
the  community  may  be  seen  in  what  happened  in  three  differ- 
ent countries.  During  the  five-year  period  192 9- 1933,  wage 
rates  fell  to  some  extent  in  the  United  States,  Great  Britain, 
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and  Germany.  Employment  fell  still  more,  and  payrolls  fell 
most  of  all.  But  apart  from  this  general  similarity,  the  course 
of  events  was  very  different.  In  the  United  States  wage  rates 
were  forced  down  some  20  per  cent,  and  employment  declined 
40  per  cent.  In  Germany,  wage  rates  were  likewise  reduced  20 
per  cent,  and  the  decline  in  employment  amounted  to  over 
30  per  cent.  In  Great  Britain,  on  the  contrary,  wage  rates  were 
maintained  at  a  much  higher  relative  point  than  in  the  United 
States  and  Germany,  coupled  with  relatively  higher  rates  of 
benefit  for  the  unemployed.  Instead  of  unemployment  being 
thereby  aggravated,  the  number  of  workers  employed  in  Great 
Britain,  compared  with  1929,  declined  by  less  than  10  per  cent 
during  the  crisis.  This  was  a  much  smaller  proportion  than  in 
Germany  or  the  United  States,  where  wage  rates  had  slumped 
heavily. 

Thus,  there  is  some  reason  for  supposing  that  the  de- 
clines in  payrolls,  in  which  the  fall  in  wage  rates  played  a 
part,  had  a  certain  influence  upon  the  course  of  the  depression 
in  these  countries.  An  examination  of  the  curves  of  payrolls, 
prices,  and  production  throws  some  light  on  this.  In  all  three 
countries  the  fall  in  prices  was  about  the  same  amount,  i.e., 
to  about  30  per  cent  between  the  high  point  of  1929  and  the 
low  point  of  1932  or  early  1933.  On  the  other  hand,  while 
payrolls  in  Germany  and  the  United  States  fell  some  40  to 
50  per  cent  respectively,  and  were  accompanied  by  a  40  to  60 
per  cent  decline  in  production,  in  Great  Britain  a  15  to 
20  per  cent  decline  in  payrolls  was  accompanied  by  a  falling 
off  of  production  of  less  than  30  per  cent. 

It  would  be  unjustified  to  assume  that  one  factor  was 
wholly  the  cause  and  the  other  the  effect.  Nevertheless,  the 
fact  remains  that  the  movement  of  payrolls  and  the  money 
volume  of  retail  sales  were  closely  connected  in  all  three  coun- 
tries. In  the  United  States  and  Germany,  where  payrolls  fell 
heavily,  the  money  volume  of  retail  sales  likewise  fell  heavily. 
In  Great  Britain,  payrolls  fell  to  a  relatively  moderate  extent, 
and  the  money  volume  of  retail  sales  was  sustained.  There  is 
a  reasonable  supposition  that  the  heavy  fall  in  Germany  and 
the  United  States  were  correspondingly  responsible  for  the 
movement  of  production  in  those  countries.  One  can  scarcely 
doubt  that  the  form  of  distribution  of  the  purchasing  power 
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of  a  country,  such  as  is  involved  in  unemployment  benefits  and 
assistance,  workmen's  compensation,  old  age  pensions,  and 
other  forms  of  social  insurance,  played  a  tremendous  part  in 
maintaining  an  even  keel  of  economic  activity. 

Another  illustration  of  the  inevitable  and  fruitful  inter- 
action of  economic  and  social  forces  may  be  found  in  the  part 
played  by  adjustments  in  hours  of  work  that  have  taken  place 
during  the  last  depression. 

Reduction  in  hours  of  work  embodying  in  many  cases  the 
principle  of  the  40-hour  week  have  been  put  into  operation 
in  several  countries.  The  most  important  of  these  developments 
have  taken  place  in  the  United  States  under  the  codes  adopted 
under  the  National  Industrial  Recovery  Act.  In  Australia  the 
44-hour  week  has  become  practically  the  rule.  In  Germany  all 
the  employers'  associations  of  the  Rhineland  and  the  Ruhr 
region,  for  example,  decided  on  the  introduction  of  the  40-hour 
week  (in  some  instances  42  hours).  In  Great  Britain  a  number 
of  individual  firms  have  introduced  the  shorter  working  week. 
Italy  withdrew  her  condition  for  ratifying  the  Washington 
8-hours  convention  and  is  now  among  the  large  industrial  coun- 
tries that  have  duly  ratified.  The  Washington  convention  also 
was  ratified  during  the  year  by  Argentina,  Germany,  etc.  There 
has  also  been  a  general  movement  for  the  reduction  of  over- 
time. In  short,  there  is  every  reason  to  believe  that  these 
reductions  in  hours  of  work  are  not  merely  a  temporary  experi- 
ment in  time  of  depression  but  a  growing  necessity  of  the 
modern  industrial  system,  and  likely  to  be  retained.  The  move- 
ment reflects  the  desirability  of  reducing  hours  of  work  on 
economic  as  well  as  on  social  grounds. 

A  further  characteristic  of  social  or  labor  legislation,  in 
relation  to  economic  organization,  has  been  its  totalitarian  or 
cross-section  character.  Labor  legislation  has  cut  across  eco- 
nomic planning  as  a  whole  and  has  conceived  public  policy  as 
something  over  and  above  the  requirements  of  individual  in- 
dustries. While  there  may  be  exceptions  above  and  below  the 
standards  fixed  for  different  industries,  the  aim  has  been  to  fix 
a  minimum  applicable  to  most,  if  not  all  industries.  To  illus- 
trate this  feature  of  labor  legislation  would  be  to  cite  the 
developments  that  have  taken  place  since  the  Industrial  Revo- 
lution began.  Labor  legislation,  in  other  words,  has  set  the 
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objectives  toward  which  the  different  types  of  planning  have 
been  directed. 

It  was  at  a  very  early  stage  of  industrial  history  that 
social  and  humanitarian  considerations  led  governments  to 
impose  these  limitations  on  the  so-called  pure  process  of  eco- 
nomic readjustment.  That  ideal  society  in  which  conditions 
of  labor  were  determined  exclusively  by  the  forces  of  supply 
and  demand  has  really  never  existed.  Labor  legislation  early 
appeared  as  a  kind  of  social  planning  intended  to  insure  a 
minimum  of  education  and  a  maximum  of  leisure  and  to  set 
limits  to  physical  toil  and  poverty  in  the  interests  both  of  the 
individual  and  the  community.  Such  general  considerations 
were  early  supplemented  by  a  further  step  in  interference  in 
economic  organization  when  systems  of  wage-fixing  machinery 
were  introduced,  either  through  trade  union  action  or  collective 
bargaining  or  in  the  shape  of  minimum  wage  boards,  industrial 
courts,  arbitration  tribunals,  or  judicial  bodies,  which  have 
meant  that  in  the  last  resort  the  matter  of  wages  became  a 
matter  of  public  policy,  even  though  a  certain  free  play  of 
competitive  forces  was  always  left  over.  To  illustrate  in  detail 
this  general  feature  of  labor  legislation  would  be  to  recount 
the  long  history  of  developments  of  labor  law  in  the  different 
countries  since  the  Industrial  Revolution  and  to  cite  the  prog- 
ress of  international  labor  action  under  the  leadership  of  the 
International  Labor  Organization.  That  would  be  too  long  a 
story,  and  is,  in  any  case,  not  the  purpose  of  this  discussion. 

Devised  originally  as  part  of  a  freely  organized  competi- 
tive regime,  labor  legislation  has  not  been  found  inconsistent 
with  or  unnecessary  in  the  newer  forms  of  economic  organiza- 
tion that  are  being  tried  out  in  different  countries.  The  Ameri- 
can code  procedure,  the  Italian  corporate  state,  the  German 
united  front,  and  the  Russian  soviet  form  are  types  of  eco- 
nomic organization  having  as  their  objectives,  among  others, 
the  familiar  norms  and  standards  of  all  labor  legislation.  More 
particularly,  the  American  codes  and  the  recent  German  labor 
act  provide  devices  to  set  limits  to  competition.  They  attempt 
to  insure  a  standard  rate  of  remuneration  to  the  worker  and 
to  protect  the  employer  against  unfair  practices  in  competitive 
wage  bargaining  on  the  part  of  his  rival.  The  eodes  became 
instruments  of  labor  legislation  that  set  standards  for  the  em- 
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ployment  of  children,  fixed  minimum  wage  rates,  and  limited 
the  length  of  the  working  week.  In  Germany,  on  the  other 
hand,  there  has  been  suppression  of  organizations  both  of 
employers  and  workers  which  entailed  the  disappearance  of 
collective  agreements  and  of  the  arbitration  system  by  which 
wages  were  determined  in  case  of  dispute.  Under  the  new  act 
each  individual  factory  determines  the  condition  of  labor.  The 
individual  factory  employer  is  responsible  for  all  decisions 
affecting  the  business  and  will  seek  to  promote  the  welfare  of 
his  employees,  who  in  turn  must  serve  him  with  the  loyalty 
on  which  the  work  of  the  community  is  founded.  Any  dispute 
is  appealed  to  a  labor  trustee,  a  state  official  appointed  to 
supervise  the  composition  and  working  of  the  councils  in  the 
application  of  the  rules  of  employment.  The  trustee  may  even 
issue  rules  laying  down  minimum  standards  of  employment 
and  overriding  the  factory  rules  laid  down  by  law  or  adminis- 
trative regulation.  The  system  marks  a  reversal  of  previous 
practice  and  apparently  leaves  the  employer  free  to  determine 
wages  and  conditions  of  employment  without  respect  to  any 
general  standards  or  to  the  practice  of  his  competitors.  On  the 
other  hand,  the  powers  conferred  upon  the  trustee  apparently 
permit  him  to  set  standards  of  remuneration  or  conditions  of 
employment.  It  cannot  be  said  how  the  system  will  work  out 
until  it  has  been  further  tested  in  practice. 


V 

Finally,  it  is  quite  obvious  from  what  has  been  said  that 
economic  planning  and  labor  legislation  are  not  conditioned, 
in  any  inevitable  fashion,  by  any  special  type  of  political  in- 
stitution for  their  realization.  Labor  legislation  is  a  common 
element  in  the  operations  and  the  administration  of  the  autoc- 
racy, the  democracy,  and  the  soviet.  "From  the  experiments 
already  made,"  if  I  may  quote  the  last  paragraph  of  my  annual 
report,  "one  further  inference  of  some  importance  may  be 
drawn,  namely,  that  planned  economy  and  an  organized  in- 
dustrial system  do  not  necessarily  require  a  special  type  of 
political  constitution  for  their  realization.  Every  piece  of  legis- 
lation under  whatever  form  of  Government  involves  some 
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interference  with  individual  liberty  in  the  general  interest, 
but,  as  innumerable  instances  have  proved  in  the  past,  such 
interference  can  be  introduced  by  consent  as  well  as  by  com- 
pulsion. As  has  already  been  shown  in  the  cases  of  Australia, 
Great  Britain,  and  the  United  States,  very  far-reaching  meas- 
ures have  been  taken  for  directing  and  organizing  the  economic 
life  of  the  community  by  democratic  Governments  and  by  the 
use  of  democratic  procedures.  These  instances  encourage  the 
belief  that  the  necessary  degree  of  order  and  public  control 
can  be  achieved  by  means  of  free  discussion  and  agreement  as 
effectively  as  by  other  methods.  It  may  be  that  a  prolonged 
political  education  is  required  before  democracy  becomes  ca- 
pable of  imposing  the  self -discipline  required,  but  past  history, 
both  of  war  and  peace,  affords  ample  proof  that  free  institu- 
tions are  not  incompatible  with  clear  policy  or  strong  executive 
action." 
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FOR  nearly  two  years  and  a  half,  business  conditions  through- 
out the  world  have  been  definitely  on  the  upgrade.  The  process 
of  recovery  has  not  been  a  steady  one,  nor  has  it  equally 
affected  all  countries.  There  have  been  certain  nations  in  which 
a  renewed  deterioration  has  been  apparent  in  recent  months, 
but  viewed  from  the  standpoint  of  the  world  as  a  whole,  the 
improvement  has  been  unmistakable.  In  1933  world  industrial 
activity  was  approximately  12  per  cent  greater  than  in  1932,1 
and  the  upward  trend  continued  into  the  first  half  of  the 
present  year.  Production  of  raw  materials,  both  agricultural 
and  nonagricultural,  also  has  shown  a  marked  rise.  Commer- 
cial profits  have  increased,  in  some  instances  as  much  as  100 
per  cent,  while  the  producers  of  primary  commodities  have 
benefited  from  a  moderate  rise  in  the  level  of  wholesale  prices.2 
This  has  not,  of  course,  brought  the  level  of  world  eco- 
nomic activity  back  within  even  striking  distance  of  1929, 
although  it  has  been  estimated  that  industrial  production  had 
recovered  40  per  cent  of  its  total  losses  by  the  beginning  of 
the  present  year.3  By  March,  1934,  two-thirds  of  the  leading 

1  Cf.  World  Production  and  Prices,  1925-33,  League  of  Nations, 
Geneva,  1934. 

2  For  further  details  regarding  the  extent  of  world  recovery,  cf. 
The  World  Economic  Survey,  1933-34,  League  of  Nations,  Geneva, 
1934. 

3  Cf.  Wochenbericht  des  Institute  jur  Konjunkturjorschung,  Ber- 
lin, March  21,  1934. 
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countries4  had  surpassed  the  193 1  level  of  production,  but 
only  three  of  these — Great  Britain,  Japan,  and  Sweden — had 
reached  that  of  1928.  In  Austria,  France,  Belgium,  and  Czecho- 
slovakia the  improvement  has  been  negligible,  while  serious 
subnormal  conditions  continue  in  Holland,  Poland,  Germany, 
Canada,  and  the  United  States.5 

In  agriculture  the  situation  is  somewhat  less  critical.  Be- 
tween 1925  and  1929,  the  production  of  foodstuffs  increased 
by  approximately  5  per  cent  a  year,  which  was  the  same  rate 
as  that  of  the  growth  of  population.  Since  1929  the  index  of 
production  has  been  practically  stationary,  although  the  popu- 
lation has  continued  to  increase  at  an  undiminished  rate.  The 
output  of  agricultural  raw  materials  has  been  curtailed  5  per 
cent  since  the  beginning  of  the  depression.  In  both  cases  the 
decline  has  occurred  almost  exclusively  in  North  America — 
Europe  and  Asia  have  actually  increased  their  production.6 

This,  briefly,  is  the  setting  for  our  inquiry  into  the  rela- 
tive position  of  labor  in  the  various  countries  of  the  world. 
Our  problem  may  be  stated  in  the  form  of  a  series  of  related 
questions.  To  what  extent  have  the  working  classes  in  these 
countries  shared  in  the  fruits  of  recovery?  What  progress 
has  been  made,  as  a  result  of  the  depression,  toward  increasing 
labor's  relative  share  in  the  national  income  of  the  respective 
countries?  What  advance  has  been  made  in  the  direction  of 
social  and  economic  security?  Has  definite  progress  been 
made  toward  eliminating  the  factors  of  economic  instability 
which  underlay  the  world  depression,  and  toward  creating  a 
more  balanced  world  economy? 


Unemployment 

The  particular  combination  of  factors  which  brought 
about  the  unemployment  crisis  was  very  ably  summarized  in 
a  paper  presented  before  the  World  Social  Economic  Congress 

4  Canada,  Germany,  Great  Britain,  Japan,  Sweden,  and  the 
United  States.  Cf.  M.  S.  Stewart,  Paradoxes  of  World  Recovery,  For- 
eign Policy  Association,  August  15,  1934,  p.  146. 

5  For  details,  cf .  Monthly  Bulletin  of  Statistics,  League  of  Nations, 
Geneva,  or  World  Economic  Survey,  1933-34,  cited,  p.  90. 

6  Ibid.,  pp.  84-88. 
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at  The  Hague  in  193 1,  by  Dr.  Max  Lazard.7 1  shall  not  attempt 
to  go  further  into  this  subject,  except  to  stress  his  point  that 
unemployment  is  not  a  problem  in  itself,  but  merely  a  reflec- 
tion of  profound  dislocation  in  the  economic  and  financial 
structure.  With  the  general  economic  recovery  of  the  past  two 
years,  it  should  naturally  be  expected  that  unemployment 
should  decline  in  proportion  to  the  increase  in  industrial  ac- 
tivity. And  if  we  take  into  consideration  the  effect  of  the 
special  measures  which  have  been  adopted  in  practically  all 
countries  for  the  relief  of  unemployment,  the  improvement 
should  be  even  more  pronounced. 

Some  progress,  in  fact,  has  been  made  in  most  of  the  lead- 
ing industrial  countries.  But  such  improvement  as  has  oc- 
curred has  by  no  means  kept  pace  with  the  general  increase 
in  business  activity.  Although  nearly  half  of  the  ground  lost  in 
the  depression  had  been  regained  by  the  beginning  of  1934, 
the  total  of  world  unemployment  had  only  been  diminished  by 
10  or  15  per  cent.  A  complete  estimate  of  the  extent  of  un- 
employment throughout  the  world  is,  of  course,  impossible.  But 
if  we  take  the  figures  issued  by  the  International  Labor  Office 
as  representing  the  most  complete  statistics  available,  we  find 
that  in  February  of  1934  there  were  approximately  21,500,- 
000  persons  without  work  in  fourteen  of  the  leading  countries.8 
This  compares  very  favorably  with  26,500,000  in  February, 
!933>  but  is  nearly  half  a  million  greater  than  the  21,100,000 
in  the  corresponding  month  of  1932. 

An  analysis  of  these  figures  reveals,  moreover,  that  such 
improvement  as  has  occurred  has  been  concentrated  in  four 
countries — Germany,  Great  Britain,  Japan,  and  the  United 
States.  Ignoring  the  latter  as  outside  the  field  of  our  inquiry, 
we  find  that  by  far  the  greatest  part  of  the  gain  seems  to  have 
taken  place  in  Germany.  If  we  were  to  believe  official  Nazi 
statistics,  it  would  appear  that  the  number  of  jobless  had  de- 

7  Le  Paradoxe  de  Vheure  presente  le  chomage  en  plein  progrhs 
Economique,  World  Social  Economic  Planning,  I.R.I.,  The  Hague, 
1932. 

8  Austria,  Belgium,  Czechoslovakia,  Denmark,  France,  Germany, 
Great  Britain,  the  Irish  Free  State,  Italy,  Japan,  the  Netherlands. 
Poland,  Sweden,  and  the  United  States  (cf.  Paradoxes  of  World 
Recovery,  cited,  p.  148). 
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clined  from  6,000,958  in  February,  1933,  to  3,372,000  in  the 
corresponding  month  of  this  year — a  net  gain  of  2,628,000  jobs 
out  of  an  increase  of  5,000,000  in  the  world  as  a  whole. 

Foreign  observers,  however,  have  been  inclined  to  dispute 
the  accuracy  of  recent  German  employment  statistics.  Not  that 
they  question  that  great  efforts  have  been  made  by  the  new 
regime  to  bring  about  a  decrease  in  joblessness.  Large  public- 
works  enterprises  have  been  initiated;  special  measures  have 
been  adopted  to  induce  employers  to  take  on  additional  help. 
Thousands  have  been  absorbed  in  the  newly  established  work 
camps,  and  other  thousands  in  the  storm  troops  where  at  least 
their  subsistence  is  taken  care  of.  A  considerable  expansion 
is  also  reported  to  have  occurred  in  the  industries  producing 
the  sinews  of  war.  Nevertheless,  there  is  considerable  evidence 
to  indicate  that  the  improvement  in  the  labor  market  is  much 
less  than  is  officially  claimed.  Even  before  Hitler's  accession 
to  power,  the  number  of  jobless  not  included  in  the  official 
reports  was  estimated  at  nearly  two  million,9  and  there  is 
reason  to  believe  that  the  volume  of  invisible  unemployment 
has  undergone  a  sharp  increase  since  that  date.  It  is  signifi- 
cant, for  example,  that  the  number  of  applicants  for  work  at 
the  employment  exchanges  has  not  undergone  a  decline  pro- 
portionate to  that  of  the  number  of  unemployed.  In  February, 
1934,  this  figure  stood  at  4,081,000 — more  than  800,000  above 
the  number  of  registered  unemployed,  while  in  1932  the  dif- 
ference between  the  two  was  less  than  150,000.  Even  this  latter 
classification  tends  to  understate  the  actual  number  of  individ- 
uals who  are  without  employment.  Workmen  who  are  known 
to  have  definite  Social-Democratic  or  Communist  affiliations 
have  hesitated  to  present  themselves  at  labor  exchanges,10  and 
no  records  are  kept  of  the  number  of  women  who  have  been 
displaced  from  their  jobs  to  make  way  for  men.  It  is  known, 
however,  that  of  the  persons  put  back  to  work  between  Janu- 
ary, 1933,  and  March,  1934,  87.2  per  cent  were  men,  and  only 
12.8  per  cent  women.11 

Other  factors  also  tend  to  confirm  the  inaccuracy  of  the 

9Cf.  The  Economist,  March  3,  1934. 

10  Ibid. 

11  Cf.  New  York  Times,  June  10,  1934. 
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official  statistics.  Men  who  have  been  dropped  from  the  relief 
rolls  for  political  reasons,  or  who  have  been  transferred  from 
public  to  private  rolls,  are  no  longer  registered  as  unemployed. 
Moreover,  the  evidence  of  reduced  consumer  purchasing  power 
would  appear  to  conflict  directly  with  the  claim  of  increased 
employment.  For  though  nominal  wage  rates  have  remained 
approximately  unchanged  for  the  past  two  years  the  turnover 
of  retail  trade  has  been  below  that  of  the  previous  year.  It  is, 
of  course,  impossible  to  say  definitely  how  large  a  correction 
should  be  made  for  the  obvious  gaps  in  the  official  figures,  but 
one  writer  suggests  that  the  actual  gains  in  industry  and  trade 
would  provide  for  less  than  a  half  a  million  of  the  six  million 
reported  as  unemployed  when  Hitler  seized  power.12 

If  we  eliminate  the  German  figures  from  our  totals,  we 
find  that  the  number  of  unemployed  throughout  the  world  in 
the  early  part  of  1934  exceeded  that  of  the  average  for  1932, 
although  it  was  slightly  less  than  in  1933.  The  majority  of 
countries  had  a  larger  number  of  jobless  in  1933  than  in  the 
previous  year,  despite  an  apparent  improvement  in  general 
economic  conditions.  By  the  middle  of  1934,  however,  we  find 
that  the  tide  had  definitely  turned.  Excluding  Germany  and 
the  United  States,  the  total  number  of  registered  unemployed 
in  fourteen  of  the  leading  industrial  countries  in  June,  1934, 
was  6,349,000  as  compared  with  6,739,000  in  the  corresponding 
month  of  1933 — a  decline  of  approximately  5  per  cent.  Nine 
of  the  fourteen  countries13  showed  a  reduction  in  the 
number  of  jobless  during  the  year,  while  five — Belgium, 
France,  the  Irish  Free  State,  the  Netherlands,  and  Poland — 
suffered  a  rise.  Yet,  for  the  most  part  such  an  improvement 
as  there  was  must  be  set  down  as  insignificant.  In  only  two 
countries — Norway  and  Sweden — was  the  reduction  in  the 
total  number  of  jobless  as  much  as  15  per  cent,  and  in  the 
majority  of  instances  it  was  considerably  under  10  per  cent, 
as  is  evidenced  by  these  figures  from  the  International  Labour 
Review,  August,  1934 : 

12  Scott  Nearing,  Federated  Press,  November  12,  1934. 

13  Austria,  Denmark,  Spain,  Great  Britain,  Japan,  Italy,  Czecho- 
slovakia, Sweden,  and  Switzerland. 


60  THE  FACTS 

World  Unemployment:  June  1934  and  June  1933 

Country  June,  1934  June,  1933 

Austria    348,000  380,000 

Belgium    329,000  304,000 

Denmark    58,000  73,000 

France 350,000  281,000 

Czechoslovakia  624,000  675,000 

Great  Britain 2,126,000  2,498,000 

Irish  Free  State    . .  90,000  61,000 

Italy    830,000  883,000 

Japan    390,000  429,000 

Netherlands    295,000  275,000 

Poland    306,000  224,000 

Spain 482,000  540,000 

Sweden   74,000  104,000 

Switzerland    47,ooo  54,000 

Total 6,349,000  6,781,000 

Among  the  larger  countries  Great  Britain  has  by  far  the 
best  record.  Unemployment  has  been  reduced  from  a  peak  of 
over  3  million  in  June,  1932,  to  2,126,000  in  June,  1934.  On 
the  surface,  this  would  seem  to  be  a  highly  encouraging 
development,  but  it  does  not  bear  too  close  analysis.  If  we 
eliminate  seasonal  fluctuations,  the  net  gain  is  reduced  to  ap- 
proximately 600,000  or  about  20  per  cent  of  the  total  volume 
of  unemployment  in  1932.  Set  against  this  is  the  sobering  fact 
that  employment  has  not  kept  pace  with  production.  Industrial 
production  has  increased  by  nearly  20  per  cent  since  1932,14 
while  employment  has  risen  only  7  per  cent.15  Although  the 
general  index  for  industrial  activity  for  the  first  half  of  the 
present  year  was  nearly  4  per  cent  above  the  1928  level,  the 
number  of  jobless  was  virtually  twice  as  large. 

The  situation  has  been  further  complicated  by  the  uneven 
distribution  of  reemployment,  geographically  and  by  trades. 
Despite  the  gains  of  the  past  year  which  have  reduced  the  num- 
ber of  jobless  to  16.3  per  cent  of  all  insured  persons,  a  third 
of  the  workers  of  Wales  and  nearly  a  quarter  of  those  of  Scot- 
land and  Northern  Ireland  are  still  without  work.  In  certain 
trades  the  situation  is  even  more  critical.  A  third  of  all  of  the 

14  Cf.  Board  of  Trade  Journal,  London,  May  24,  1934. 

15  Monthly  Bulletin  of  Statistics,  cited,  May  1934,  p.  238. 
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workers  in  constructional  engineering,  for  example,  are  still 
unemployed,  and  in  certain  areas  the  proportion  runs  as  high 
as  46  per  cent.  Most  depressed  of  all,  however,  is  shipbuilding. 
Half  of  the  men  normally  engaged  in  this  industry  are  with- 
out work,  and  in  one  important  area  64  per  cent  of  the  workers 
remain  unemployed.16  In  the  northern  and  central  parts  of  the 
country  there  are  heavily  populated  counties  where  it  is  doubt- 
ful whether  the  former  industries  will  ever  be  revived.  Two 
industries — coal  and  cotton  textiles — which  once  formed  the 
backbone  of  Britain's  export  trade  have  been  particularly  hard 
hit.  Many  observers  believe  that  due  to  its  relatively  high  costs 
of  production  and  a  growing  efficiency  on  the  part  of  its  chief 
competitors,  England  is  unlikely  ever  to  regain  its  markets  for 
these  products.17 

Across  the  Irish  Channel,  the  situation  is  much  more  seri- 
ous. While  President  de  Valera's  trade  war  with  Britain  and 
his  program  for  developing  insular  self-sufficiency  would  seem 
at  first  sight  to  be  particularly  beneficial  to  industry,  it  has 
resulted  in  practice  in  virtual  economic  stagnation.  Despite  all 
efforts  to  counteract  it,  unemployment  has  risen  50  per  cent 
within  a  year  and  is  likely  to  remain  a  permanent  burden  on 
Irish  economy. 

With  the  exception  of  Ireland,  the  countries  which  are 
having  the  most  difficult  time  at  present  are  those  belonging 
to  the  so-called  gold  bloc.  Back  of  the  recent  political  crisis 
in  Belgium  lies  an  increase  of  nearly  10  per  cent  in  unemploy- 
ment within  a  year.  Approximately  a  third  of  the  working-class 
population  of  the  country  is  now  completely  jobless  or  par- 
tially so.  Even  in  France,  which  for  years  resisted  the  full  im- 
pact of  the  depression,  the  problem  has  become  relatively 
acute.  Although  the  number  of  persons  registered  at  the  labor 
exchanges  is  only  350,000,  it  is  believed  that  the  actual  number 
of  jobless  is  at  least  five  times  as  great  as  indicated  by  official 
statistics.18  Other  estimates  place  the  number  of  persons  seek- 
ing work  at  more  than  2,000,000.  In  Poland  unemployment  has 

16  For  details,  cf.  Paradoxes  of  World  Recovery,  cited,  p.  150. 

17  Cf.  J.  A.  Hobson,  "  'Recovery'  in  Great  Britain,"  The  Nation, 
May  23,  1934. 

18  Cf.  J.  C.  deWilde,  Political  Ferment  in  France,  Foreign  Policy 
Association,  July  18,  1934. 
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risen  more  than  35  per  cent  in  the  past  year,  but  it  is  only 
slightly  above  the  total  for  the  same  period  two  years  ago.  In 
Italy  there  has  been  a  change  for  the  better,  but  it  has  been 
relatively  small — about  6  per  cent. 

Viewing  the  situation  as  a  whole,  it  is  evident  that  there 
is  a  correlation  between  business  recovery  and  the  elimination 
of  unemployment,  but — with  the  possible  exception  of  Ger- 
many— the  increase  of  industrial  activity  has  far  outrun  em- 
ployment. This  would  appear,  at  first  sight  at  least,  an  ample 
confirmation  of  the  technological  theory  of  unemployment,  and 
a  refutation  of  the  more  complex  theories  advanced  by  M. 
Lazard.  But  no  one  denies  that  the  machine  is  constantly 
increasing  per  capita  productivity.  This,  however,  is  scarcely  a 
new  development.  What  our  figures  really  seem  to  show  is  that 
continued  economic  dislocations  prevent  us  from  utilizing  our 
resources — human  or  physical — to  the  utmost,  and  that  a  cer- 
tain section  of  the  population,  varying  from  15  to  30  per  cent 
of  the  working  class,  is  practically  isolated  outside  the  normal 
economic  process.  Such  recovery  as  has  occurred  has  passed 
them  by,  in  certain  instances  aiding  them  indirectly,  but  in 
the  majority  of  cases  leaving  them  permanently  behind — a  part 
of  a  labor  reserve  which  may  never  be  required  during  this 
generation. 

Several  reasons  explain  the  great  difficulty  of  measuring 
world-wide  unemployment  with  any  show  of  statistical 
accuracy.  Official  figures  rarely,  if  ever,  apply  to  all  occupa- 
tions and  usually  represent  a  serious  understatement  of  the 
extent  of  the  problem.  In  countries  where  industrial  workers 
may  take  refuge  with  relatives  in  the  country,  the  underesti- 
mation is  likely  to  be  especially  serious,  as  it  is  where  consid- 
erable numbers  of  workers  have  been  employed  in  exceptional 
activities  financed  by  public  expenditures.  Taking  all  of  these 
factors  into  consideration,  a  world  total  of  25,000,000,  as 
against  over  30,000,000  in  1932,  is  an  extremely  conservative 
guess.  Judging  by  the  experience  of  Great  Britain,  four-fifths 
of  this  total  are  unlikely  to  be  assimilated  under  the  present 
economic  system. 


EMPLOYMENT  AND  STANDARDS  OF  LIVING  63 

Living  Standards 

When  we  attempt  to  chart  the  effects  of  the  depression 
and  the  subsequent  recovery  upon  the  living  standards  of  the 
working  class  in  the  various  countries,  we  encounter  a  series  of 
even  more  difficult  obstacles.  Statistics  are  extremely  meager, 
except  in  a  few  of  the  more  advanced  countries,  and  are  rarely 
presented  in  a  form  in  which  they  can  be  readily  interpreted. 
No  one  will  question,  however,  that  the  depression  has  brought 
lower  living  standards  to  the  bulk  of  the  population  in  all 
countries.  While  this  decline  has  not  been  as  great  as  the  loss 
in  money  income,  which,  in  some  instances,  has  exceeded  50 
per  cent,  the  decrease  in  industrial  and  agricultural  produc- 
tion and  the  drop  in  retail  sales  are  sufficient  evidence  that  it 
has  taken  place.  Moreover,  we  know  that,  although  nominal 
wages  resisted  the  deflationary  tendency  better  than  com- 
modity prices,  wages  and  salaries  formed  a  smaller  proportion 
of  the  national  income  of  most  countries  in  1932  than  it  had 
in  192 9.19  This  was  not  only  due  to  the  fact  that  large  sections 
of  the  working  class  were  wholly  without  income  as  a  result 
of  unemployment,  but  also  to  the  prevalence  of  part-time  work 
among  those  officially  listed  as  employed.  The  indices  of  hourly 
wage  rates  have  been  fairly  stable,  but  have  tended  to  conceal 
a  considerable  disparity  between  the  relative  position  of  dif- 
ferent occupational  groups.  In  Australia  the  decline  in  hourly 
wage  rates  has  varied  from  12  to  24  per  cent;  in  Belgium  from 
6  to  28  per  cent;  in  Canada  from  4  to  48  per  cent;  in  France 
from  2  to  10  per  cent ;  in  Germany  from  16  to  35  per  cent;  and 
in  Great  Britain  from  o  to  10  per  cent.20 

Due  to  these  wide  variations  both  by  country  and  by 
trade,  it  is  difficult  to  generalize  with  regard  to  the  position 
of  the  workers  as  a  group.  It  is  undoubtedly  true  that  many 
of  the  more  fortunate  workmen,  particularly  those  in  highly 
organized  trades,  who  retained  full  employment  at  standard 
wage  rates  have,  in  view  of  parallel  reduction  in  living  costs, 
suffered  no  diminution  in  real  wages.  In  fact,  the  index  number 
of  real  wages,  based  on  the  average  of  nominal  wage  rates, 

19  Cf.  World  Economic  Survey,  1933-34,  cited,  p.  159. 

20  For  details,  cf.  ibid.,  p.  165. 
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showed  a  slight  rise  between  1929  and  1933.21  But  these  figures 
not  only  disguise  a  considerable  discrepancy  between  the  wages 
of  different  industries,  but  also  make  no  allowance  for  part- 
time  employment,  changes  in  the  classification  of  workers,  or 
contributions  exacted  from  employees.  The  fact  that  labor's 
share  in  the  national  income  of  most  countries  showed  a  steady 
decline,  at  least  through  1932,  is  perhaps  the  best  proof  that 
real  wages  definitely  have  fallen. 

The  plight  of  the  German  worker  has  perhaps  been  more 
critical  than  that  faced  in  any  of  the  other  larger  countries. 
By  the  first  quarter  of  1933  the  aggregate  volume  of  labor  in- 
come, including  salaries  of  government  employees,  had  fallen 
to  54  per  cent  of  the  1929  level,  whereas  the  cost  of  living  had 
only  declined  to  76  per  cent  of  the  previous  level — a  loss  of 
nearly  30  per  cent  in  real  income.22  In  the  first  year  and  a  half 
of  Nazi  rule,  nominal  wages  have  remained  unchanged  at  ap- 
proximately 16  per  cent  below  the  1928  level,  but  the  cost  of 
living,  particularly  as  reflected  in  the  price  of  food,  has  sub- 
stantially increased.  This  much  is  known.  But  when  we  at- 
tempt to  evaluate  the  effect  of  increased  employment  on  the 
total  labor  income,  we  are  confronted  by  an  obvious  discrepancy 
in  our  statistics.  We  find,  for  example,  that  the  figure  for  the 
total  labor  income  increased  from  54  per  cent  of  the  1929  level 
in  the  first  quarter  of  1933  to  61  per  cent  in  1934.  This  would 
appear  to  check  fairly  closely  with  the  claims  of  increased 
employment.  But  on  the  other  hand  there  is  evidence  that 
such  an  increase  in  income  could  not  have  taken  place.  Despite 
higher  prices,  the  aggregate  turnover  of  retail  trade  was  from 
3  to  6  per  cent  below  that  of  the  previous  year,  with  food 
and  drink  producers  among  the  heaviest  losers,  while  the  yield 
derived  from  the  tax  on  wages  was  less  than  it  had  been  in  the 
previous  year.23 

A  similar  discrepancy  exists  between  the  various  reports 
on  wage  rates  and  on  the  cost  of  living.24  Officially,  it  is  claimed 
that  there  has  been  no  change  in  wages,  but  the  fact  that  a 
larger  number  of  employees  in  1933  received  practically  the 

21  For  table,  cf.  ibid.,  p.  163. 

22  Ibid.,  p.  167;  Monthly  Bulletin  of  Statistics,  cited. 

23  Cf.  The  Economist,  March  3,  1934. 

24  Cf.  The  Economist,  November  10,  1934. 
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same  aggregate  wage  at  least  casts  doubt  on  this  claim.  It  is 
known,  moreover,  that  a  large  proportion  of  the  men  attached 
to  the  factories  in  connection  with  Hitler's  reemployment  pro- 
gram receive  wages  that  are  considerably  below  the  standard 
rates,  while  the  pay  of  the  workers  sent  to  the  labor  camps 
and  enrolled  in  the  S.A.  is  known  to  be  little  more  than  a 
subsistence  allowance.  Moreover,  as  much  as  20  per  cent  of 
the  nominal  wage  is  deducted  for  unemployment,  sickness  and 
old  age  insurance,  and  dues  for  the  Labor  Front.  A  similar  in- 
consistency is  to  be  found  in  the  cost  of  living  statistics.  The 
official  figures  show  a  rise  of  approximately  6  per  cent  in 
eighteen  months,25  with  food  costs  up  approximately  7  per  cent, 
but  unofficial  reports  indicate  an  increase  in  prices  of  the  prin- 
cipal foodstuffs  of  at  least  12  per  cent. 

This  apparent  decline  in  the  living  standards  for  labor 
is  contrasted  with  a  50  per  cent  increase  in  the  output  of  pro- 
ducers' goods  since  1932,  and  a  12  per  cent  rise  in  the  pro- 
duction of  consumers'  goods.  Industrial  earnings  for  1933  were 
also  considerably  greater  than  those  of  1932,26  and — as  a  result 
of  government  intervention — the  position  of  agriculture  has 
noticeably  improved.  Thus  in  Germany,  at  least,  there  would 
appear  to  be  grounds  for  the  charge  that  such  recovery  as 
has  been  achieved  has  been  at  the  expense  of  the  working 
class. 

In  Great  Britain,  on  the  other  hand,  the  decline  in  workers' 
living  standards  has  been  relatively  small.  For  the  first  quarter 
of  1933,  the  aggregate  amount  of  wages  and  salaries  under 
£250  annually  was  only  12  per  cent  below  the  1929  level 27  and 
was  counter-balanced  by  a  14  per  cent  drop  in  the  cost  of  liv- 
ing. Even  making  allowance  for  the  fact  that  a  somewhat 
larger  proportion  of  the  population  was  probably  included  in 
the  lower  income  group  in  1933,  it  is  evident  that  the  employed 
worker  had  suffered  little,  if  any,  loss  in  real  wages.  The  best 
record  has  been  maintained  in  the  printing,  metals,  and  the 
transport  industries  where  union  strength  has  been  the  great- 
est and  where  competition  with  foreign  industries  has  been 
either  nonexistent  or  relatively  unimportant.  In  the  shipping 

25  Monthly  Bulletin  of  Statistics,  October,  1934. 

26  Cf.  The  Economist,  May  26,  1934. 

27  Cf.  World  Economic  Survey,  cited,  pp.  165-7. 
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and  textile  industries,  however,  serious  cuts  have  occurred  as 
has  been  the  case  elsewhere  when  the  enterprise  has  had  to 
cope  with  foreign  competition.  That  the  working  class  as  a 
whole  has  not  shared  in  the  proceeds  of  recovery  is  indicated, 
moreover,  by  the  continued  increase  in  the  number  of  persons 
in  receipt  of  poor  relief.  It  is  likewise  borne  out  by  a  recent 
investigation  conducted  by  the  University  of  Liverpool,  re- 
ported in  the  Manchester  Guardian  of  June  21,  1934,  which 
found  that: 

"Sixteen  per  cent  of  all  of  the  families  sampled  failed 
to  reach  up  to  the  poverty  line,  while  an  additional  14  per 
cent  (or  over  30  per  cent  of  all)  failed  also  to  reach  the  'human 
needs  level.'  It  is  an  ironical  reflection  that  although  produc- 
tion has  in  recent  years  so  enormously  increased,  yet  in  one 
of  the  most  important  areas  of  England,  a  country  which 
boasts  of  a  relatively  high  standard  for  its  workers,  some  3,000 
out  of  a  random  sample  of  7,000  investigated  failed  to  secure 
what  Rowntree  termed  the  bare  essentials  of  life." 

Throughout  most  of  the  depression  the  position  of  France 
was  exceptionally  favorable.  Wage  reductions  were  general,  but 
very  mild  in  character.  Recently,  however,  the  effect  of  the 
crisis  has  become  much  more  apparent.  The  Doumergue  cabinet 
instituted  reductions  in  the  pay  of  civil  servants,  and  despite 
the  continued  decline  in  wholesale  prices  the  cost  of  living  in 
Paris  has  risen  appreciably  in  the  past  year.28  In  the  provinces 
a  slight  decline  has  occurred  which  has  not  been  commensurate 
with  the  decline  in  income. 

A  true  picture  of  the  plight  of  the  Italian  worker  is  more 
difficult  to  obtain.  According  to  official  statistics,  hourly  earn- 
ings in  March,  1934,  were  83  per  cent  of  the  1930  level,29  while 
the  cost  of  living  had  declined  only  15  per  cent  in  the  same 
interval.30  Actually,  however,  the  situation  is  considerably 
more  serious  than  these  figures  would  indicate.  Since  February, 
1933,  Italian  industry  has  been  operating  on  a  40-hour  week,81 
thus  causing  a  sharp  curtailment  in  weekly  earnings.  Moreover, 

28  Cf.  Monthly  Bulletin  of  Statistics,  cited;  cf.,  also,  New  York 
Times,  June  8  and  14,  1934. 

29  International  Labour  Review,  cited,  August,  1934. 
80  Monthly  Bulletin  of  Statistics,  cited. 
^International  Labour  Review,  May,  1934,  p.  677. 
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in  April,  1934,  the  wages  of  all  workers  employed  by  public 
bodies  were  reduced  from  6  to  12  per  cent  and  in  July,  follow- 
ing a  speech  by  Mussolini  stressing  the  necessity  of  sacrifice, 
further  cuts  of  7  to  12  per  cent  were  made  in  all  branches  of 
industry.  In  Italy,  as  in  Germany,  the  workers'  wages  are  sub- 
ject to  various  deductions  for  political  and  social  purposes. 
Furthermore  it  should  be  remembered  that  even  before  the 
depression  Italian  wages  were  among  the  lowest  in  Europe, 
being  only  40  per  cent  of  those  of  Great  Britain. 

The  unparalleled  business  revival  of  Japan  appears  also 
to  have  been  achieved  at  the  expense  of  lower  living  standards 
for  the  working  class.  General  economic  conditions  have  been 
unusually  good  the  past  two  years,  as  is  indicated  by  a 
doubling  of  industrial  profits.  But  although  unemployment  has 
declined  slightly,  both  nominal  and  real  wages  are  below  those 
prevailing  at  the  depth  of  the  crisis  in  193 1.32  In  addition  to 
receiving  low  wages  (about  on  a  par  with  those  of  Italy  or  Po- 
land), Japanese  factory  operatives  work  excessively  long  hours. 
Figures  presented  by  the  Japanese  delegates  to  the  Inter- 
national Labour  Conference  indicate  an  average  working  week 
of  55  to  60  hours,  with  only  40  per  cent  of  the  factory  workers 
receiving  as  much  as  four  rest  days  a  month.33 

Space  will  not  permit  even  a  rough  summary  for  the  other 
leading  countries  of  the  world.  With  the  exception  of  the  Scan- 
dinavian nations,  one  is  probably  safe  in  saying  that  the  situa- 
tion is  no  better  than  that  in  the  countries  thus  far  described. 
Among  the  countries  which  have  made  the  most  convincing 
recoveries  is  Australia,  and  here  we  find  the  revival  to  be  based 
on  a  deliberate  reduction  of  real  wages  by  10  per  cent.34  In 
Poland  and  Central  Europe,  conditions  are  markedly  worse 
than  in  the  more  advanced  countries,  while  in  China  and  India 
the  full  brunt  of  the  depression  has  only  been  felt  compara- 
tively recently. 

There  is,  however,  one  other  leading  country  to  which  no 

32  For  details,  cf.  Paradoxes  of  World  Recovery,  cited,  p.  156. 

33  S.  Yoshisaka  and  J.  Kitaoka,  Some  Facts  with  Regard  to  In- 
dustrial and  Social  Conditions  of  Japan.  Cf.  Oriental  Economist,  May, 
October,  1934. 

34  For  details,  cf.  D.  B.  Copeland,  Australia  in  the  World  Crisis, 
I929-33- 
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consideration  has  been  given.  I  refer,  of  course,  to  the  Soviet 
Union.  While  it  might  merely  be  omitted  on  the  ground  that 
its  problems  are  distinct  from  those  faced  by  the  capitalist 
countries,  it  is  nevertheless  of  especial  interest  and  importance 
to  the  subject  of  this  book.  Unfortunately,  statistical  material 
regarding  the  standard  of  living  is  extremely  unsatisfactory, 
because,  in  the  Soviet  Union,  wages  are  important  only  in  terms 
of  what  they  can  buy.  Conditions  vary  tremendously  between 
factory  and  factory,  depending  on  the  efficiency  of  the  local 
cooperative  or  factory  store.  Still,  certain  generalizations  can 
be  made.  In  the  first  place,  unemployment  is  practically  non- 
existent ;  instead,  there  has  been  a  severe  shortage  of  labor  for 
a  number  of  years.  Second,  there  has  been  a  tremendous  growth 
in  social  services  of  all  varieties,  including  health,  recreational, 
educational,  and  cultural  opportunities.35  Third,  wages  have 
risen  steadily,  counterbalanced,  partially  at  least,  by  a  rise  in 
prices.  Fourth,  during  the  past  eighteen  months  there  has  been 
a  marked  improvement  in  the  supply  of  foodstuffs  and  con- 
sumers' goods  of  all  varieties,  so  that  the  standard  of  living 
for  the  workers  is  higher  than  previously,  though  no  quantita- 
tive measurement  is  possible.  Fifth,  through  long-range  social 
planning  a  basis  has  been  laid  for  a  much  more  substantial 
rise  in  living  standards  in  the  near  future.  A  considerable 
amount  of  statistical  evidence  might  be  adduced  in  support  of 
these  points,  but  the  subject  is  discussed  in  Chapter  V,  The 
Second  Five-Year  Plan  in  Action,  by  Mr.  Ossinsky. 

Taking  the  world  as  a  whole,  with  the  exception  of  Soviet 
Russia,  it  is  apparent  that  only  with  respect  to  hours  of  em- 
ployment can  labor  be  said  to  have  made  any  real  gains  dur- 
ing the  depression.  The  great  majority  of  countries  have  had 
little  difficulty  enforcing  the  48-hour  week  convention  adopted 
by  the  International  Labour  Conference  in  June,  1933.36  In 
fact,  a  large  number  of  enterprises  in  each  of  these  countries 
have  been  unable  to  furnish  even  that  amount  of  employment. 
To  a  certain  extent  this  reduction  of  hours  represents  a  net 
gain,  for  there  is  little  likelihood  that  any  nation  will  return 
to  a  long  working  day  such  as  prevailed  before  the  depression. 

35  Cf.  Summary  of  the  Fulfilment  of  the  First  Five-Year  Plan, 
State  Planning  Commission,  Moscow,   1933. 

86  Cf.  International  Labour  Review,  cited,  May,  1933. 
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But  for  the  time  being  it  not  only  means  a  serious  loss  of  in- 
come to  the  working  class,  but  it  also  has  added  greatly  to  the 
anxiety  and  insecurity  of  the  period.  In  order  to  stand  as  a 
clear-cut  gain,  it  will  be  necessary  not  only  to  restore  pre- 
depression  standards  of  living  but  also  to  make  progress  in 
providing  recreational  and  cultural  opportunities  for  the  masses 
who  have  attained  this  new  leisure. 

In  face  of  this  mass  of  conflicting  evidence,  it  is  possible 
to  form  only  the  broadest  of  conclusions,  to  which  many  ex- 
ceptions exist.  There  can  be  no  doubt,  for  instance,  that  unem- 
ployment has  been  substantially  diminished  in  the  past  thirty 
months  in  most  countries,  but  that  this  reduction  has  not  kept 
pace  with  increased  business  activity.  In  general,  it  may  also 
be  said  that  labor  has  failed  to  share  in  the  full  fruits  of  the 
recovery,  and  that  real  wages  have  tended  to  fall  rather  than 
rise  during  the  period  of  improved  business  conditions.  The 
causes  of  this  development  are  varied  and  seem  in  part  to  be 
accidental  rather  than  part  of  a  deliberate  attempt  to  shift 
the  burden  of  the  depression  on  to  the  shoulders  of  the  masses. 
In  some  countries  the  reduction  in  living  standards  may  be 
traced  to  the  depreciation  of  national  currencies,  which  tends 
to  increase  the  cost  of  living  more  rapidly  than  wages.  Else- 
where it  has  been  due  to  nationalistic  trade  policies  which  have 
likewise  had  the  effect  of  raising  living  costs  at  the  expense 
of  the  working  class.  Only  in  a  few  instances — particularly 
Italy  and  Germany — does  there  seem  to  be  evidence  of  a  con- 
scious and  concerted  attack  on  workers'  living  standards  for 
the  purpose  of  bolstering  the  capitalist  structure.  But  whether 
deliberate  or  not  on  the  part  of  the  owning  class,  all  of  these 
policies  tend,  by  lowering  the  buying  power  of  the  masses  of 
the  population,  to  destroy  the  foundations  of  economic 
stability  and  to  set  back  the  possibility  of  permanent  recovery. 


CHAPTER  IV 

CHANGES  IN  THE  NATIONAL  INCOME 
IN  THE  UNITED  STATES 


SIMON  KUZNETS 

Introduction.  The  Concepts  Used 


WE  measure  national  income  in  order  to  assay  in  quantita- 
tive terms  the  net  productive  accomplishment  of  the  nation's 
economic  system,  and  to  estimate  how  much  this  system 
yielded  to  the  individuals  comprising  the  nation.  Such  measure- 
ments are  obviously  undertaken  in  pursuance  of  the  point  of 
view  that  economic  activity  is  not  a  satisfaction  in  itself,  but 
is  to  be  judged  primarily  in  terms  of  tangible  commodities  and 
services  yielded ;  and  that  the  economic  system  is  to  be  evalu- 
ated primarily  in  terms  of  its  economic  productivity  and  of 
the  economic  welfare  that  flows  from  it. 

Two  concepts  of  national  income  have  been  found  both 
useful  and  susceptible  of  measurement:  national  income  pro- 
duced and  national  income  paid  out.  There  are  other  concepts 
of  national  income  which,  for  many  purposes,  are  more  useful 
than  the  two  mentioned :  namely,  income  consumed  and  psychic 
income.  But  the  former  has  not  been  measured  so  far  for  the 
United  States,  while  the  latter  is  scarcely  susceptible  of  pre- 
cise measurement. 

National  income  produced  may  be  defined  as  the  value  of 
all  commodities  and  direct  services  produced  during  the  year, 
adjusted  for  that  part  of  the  nation's  stock  of  goods  which  is 
expended  (both  as  raw  materials  and  as  capital  equipment)  in 
the  process  of  production. 

National  income  paid  out  is  the  sum  total  of  all  payments 

70 


CHANGES  IN  THE  NATIONAL  INCOME  71 

to  or  withdrawals  by  the  individuals  comprising  the  nation, 
these  payments  and  withdrawals  representing  a  return  for 
services  rendered  by  the  individuals  in  the  process  of  produc- 
tion. National  income  produced  differs  from  national  income 
paid  out  in  that  the  former  does,  and  the  latter  does  not,  in- 
clude net  savings  or  losses  by  business  establishments. 

Net  savings  or  losses  by  business  establishments  repre- 
sent the  positive  or  negative  difference  between  the  gross  in- 
take of  business  units  and  their  total  expenses.  Included  in  the 
latter  are  all  payments  that  appear  as  an  income  stream  (i.e., 
dividends,  withdrawals  by  individual  entrepreneurs,  and  in- 
terest on  funded  debt,  in  addition  to  wages,  salaries,  rent,  cost 
of  raw  materials,  etc.).  This  concept  should  not  be  confused 
with  the  common  notion  of  business  profits  or  losses,  which 
are  usually  computed  before  dividend  payments  (in  the  case  of 
corporations)  or  before  entrepreneurial  withdrawals  (in  the 
case  of  unincorporated  establishments). 

The  present  chapter  deals  with  the  movement  of  national 
income  produced  and  national  income  paid  out,  as  well  as  the 
movement  of  their  constituent  elements,  for  the  period  1929 
to  1934. 

Changes  from  1929  to  1932 

\  "•Tr.'.WWll 

Consistent  and  inclusive  estimates  are  available  so  far  only 
through  1932.  For  this  reason  it  appears  advisable  to  treat 
this  period  separately  from  the  more  recent  years. 

The  basic  estimates  of  national  income  for  the  years  1929 
through  1932  appear  in  Tables  1,  2,  and  3  of  the  Appendix. 
Detailed  data  may  be  found  in  National  Income,  1929-32,  a 
report  prepared  by  the  Department  of  Commerce  in  coopera- 
tion with  the  National  Bureau  of  Economic  Research  (Senate 
Document  No.  124,  73rd  Congress,  2nd  Session).  A  summary 
of  this  report  appeared  in  Bulletin  49  of  the  National  Bureau 
of  Economic  Research,  June  7,  1934,  entitled  National  Income, 
1929-32. 

The  outstanding  changes  in  national  income  from  1929  to 
1932  may  be  summarized  as  follows: 

1.  National  income  produced  declined  from  1929  to  1932 
by  slightly  more  than  50  per  cent.  National  income  paid  out 
declined  by  about  40  per  cent.  During  the  same  period,  the 
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decline  in  the  level  of  wholesale  prices  was  about  32  per  cent 
of  the  1929  level,  and  in  the  cost  of  living  about  20  per  cent. 
It  may  thus  be  suggested  that  the  volume  of  national  income 
produced,  in  terms  of  1929  prices,  was,  in  1932,  between  60  and 
70  per  cent  of  the  income  in  1929,  and  that  the  purchasing 
power  of  national  income  paid  out  had  declined  by  1932  to 
about  75  per  cent  of  its  volume  in  1929. 

2.  Of  the  various  types  of  income,  the  volume  of  net  busi- 
ness savings  showed  the  greatest  relative  decline.  In  1929  these 
were  positive,  but  in  1932  they  reached  negative  values  of 
striking  magnitude.  Of  the  various  types  of  payment,  wages 
showed  the  most  conspicuous  decline  (in  so  far  as  wages  may 
be  segregated  from  salaries),  and  interest  payments  on  funded 
debt  showed  the  least  appreciable  decline.  In  general,  of  the 
total  national  income  paid  out,  property  income  presented 
more  resistance  to  the  depression  than  labor  income.  This  is 
apparent  not  only  in  the  difference  in  the  magnitude  of  the 
decline,  but  in  the  timing  of  the  latter.  While  the  decline  in 
wages  was  already  substantial  in  1930,  the  decline  even  in  the 
more  sensitive  part  of  property  income,  dividends,  did  not 
reach  considerable  proportions  until  1931. 

3.  As  among  the  various  industrial  branches  in  which  in- 
come produced  originated,  the  most  drastic  declines  occurred 
in  contract  construction,  mining,  agriculture,  and,  to  a  smaller 
extent,  manufacturing.  On  the  other  hand,  electric  light  and 
power  and  manufactured  gas,  telephone  and  telegraph,  and 
some  branches  of  transportation  showed  the  smallest  decline 
in  income  produced.  There  was  no  absolute  decline  in  incomes 
originating  from  governmental  agencies. 

Changes  in  the  National  Income  from  1932  to  1933 

Preliminary  estimates  of  the  national  income  paid  out  in 
1933,  by  types  of  payment  and  by  industrial  divisions,  have  just 
been  released  by  the  Department  of  Commerce  (see  Survey 
of  Current  Business,  January,  1935,  pp  16-18).  Tables  4  and  5 
of  the  accompanying  Appendix  summarize  these  estimates.  It 
should  be  noted  that  in  the  treatment  of  agricultural  income, 
these  new  estimates  depart  somewhat  from  those  for  1929- 
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1932,  discussed  above.  Revisions  for  other  types  of  income 
are  of  a  minor  nature. 

The  main  features  of  the  movement  of  national  income 
from  1932  to  1933  may  be  summarized  as  follows: 

1.  Income  paid  out  declined  from  1932  to  1933  by  about 
6  per  cent.  This  decline  was  somewhat  larger  than  that  in  the 
cost  of  living,  so  that  the  total  purchasing  power  of  income 
disbursed  was  slightly  lower  in  1933  than  in  1932. 

2.  While  income  paid  out  declined  from  1932  to  1933,  in- 
come produced  increased,  thus  showing  a  significant  change  in 
business  savings  and  losses.  On  this  point,  the  comments  by 
the  Department  of  Commerce  are  as  follows : 

aThe  . . .  estimates  indicate  that  the  income  produced 
in  1933  was  approximately  2  billion  dollars  above  that  for 
1932  but  was  approximately  4  billion  dollars  below  the  in- 
come paid  out  in  1933.  During  the  preceding  year  the 
excess  of  income  paid  out  over  income  produced  amounted 
to  9  billion  dollars.  This  curtailment  of  5  billion  dollars 
is  accounted  for  by  the  3  billion  dollar  decline  in  income 
paid  out  and  the  2  billion  dollar  increase  in  income  pro- 
duced. For  corporations  alone,  the  data  for  which  are 
somewhat  more  reliable,  these  estimates  indicate  that  the 
draft  upon  previous  accumulations  or  other  assets 
amounted  to  approximately  6.5  billion  dollars  in  1932  and 
2.7  billion  dollars  in  1933." 

3.  Of  the  various  types  of  payments,  both  labor  and 
property  incomes  declined  from  1932  to  1933,  most  con- 
spicuously in  net  cash  dividends  paid,  Entrepreneurial  with- 
drawals showed  a  rise,  due  primarily  to  the  increase  in  the  net 
income  of  farmers. 

4.  Of  the  various  industrial  sources  of  income  paid  out, 
agriculture  was  the  only  one  that  showed  a  rise  from  1932  to 

1933.  All  other  branches  showed  a  decline  in  income  paid  out, 
the  most  conspicuous  declines  occurring  in  contract  construc- 
tion, communications,  trade,  and  service. 
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Change  in  National  Income  from  1933  to  1934 

No  inclusive  and  detailed  estimates  of  the  national  income  in 
this  country  for  1934  are  as  yet  available,  and  even  the  par- 
tial current  information  covers  primarily  only  the  first  three 
quarters  of  the  year.  Any  statements  concerning  changes  in 
national  income  from  1933  to  1934  must,  therefore,  be  highly 
tentative.  The  relevant  information  is  assembled  in  Table  6 
of  the  Appendix,  the  notes  to  the  table  indicating  the  sources 
of  and  bases  for  the  estimates  used.  It  should  be  noted  that 
these  estimates  refer  to  the  most  sensitive  elements  of  the 
national  income,  and  fail  to  cover  such  relatively  slow-changing 
items  as  income  originating  from  the  government,  salaries  re- 
ceived in  mining,  manufacturing,  construction,  insurance  and 
finance,  or  interest  payments.  These  estimates  tend,  therefore, 
to  exaggerate  the  magnitude  of  the  changes. 

In  so  far  as  one  can  judge  from  such  partial  data,  the  fol- 
lowing observations  may  be  made  of  the  movement  of  national 
income  from  1933  to  1934: 

1.  Both  income  produced  and  income  paid  out  showed  a 
substantial  rise  from  1933  to  1934.  The  rise  in  the  currently 
measurable  labor  incomes  was  as  high  as  16  per  cent  of  the 

1933  base ;  there  was  a  substantial  rise  in  farm  income,  divi- 
dend payments  increased,  and  business  losses,  while  still  per- 
sisting in  1934,  were  cut  still  further. 

However,  this  rise  in  income  was  accompanied,  and  largely 
explained,  by  the  rise  in  the  price  level.  The  whole- 
sale price  index  rose  about  14  per  cent,  while  the  cost  of  living 
index  rose  by  slightly  more  than  4  per  cent.  While  the  adjust- 
ment for  price  changes  might  still  leave  a  national  income  in 

1934  larger  than  that  in  1933,  the  rise  is  far  from  being  as 
substantial  as  it  appears  in  unadjusted  dollar  terms.  And  the 
level  of  the  national  income  is  still  strikingly  low  as  compared 
with  that  of  1929. 

2.  Both  labor  and  property  incomes  shared  in  the  rise  from 
1933  to  1934.  Of  the  various  industrial  branches,  only  contract 
construction  (judging  by  labor  incomes)  failed  to  show  any 
increase  from  1933  to  1934.1 

1No  attempt  has  been  made  in  the  text  to  consider  the  volume 
of  relief  payments  by  the  government  and  private  agencies.  To  what 
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Interpretation  of  National  Income  Estimates 

In  the  interpretation  of  national  income  estimates  a  number 
of  fallacies  recur,  partly  because  of  the  lack  of  a  clear  compre- 
hension of  the  nature  of  the  estimates,  and  partly  because  of  a 
desire  to  make  them  serve  purposes  of  analytic  interpretation 
or  of  controversial  discussions  of  social  issues,  where  the  wish 
is  too  often  father  to  the  thought.  It  may  be  useful  to  indicate 
briefly  some  of  the  commonly  recurring  fallacies. 

1.  National  income  estimates  are  often  taken  as  all- 
inclusive  measures,  reflecting  all  payments  to  individuals  or 
the  total  net  volume  of  commodities  and  services  produced  by 
the  nation.  Very  few  income  estimates  are  so  all-inclusive. 
Thus  national  income  produced,  as  presented  above,  confines 
itself  primarily  to  that  portion  of  the  nation's  produce  that 
reaches  the  market,  and  evaluates  this  portion  on  the  basis 
of  market  prices.  But  it  excludes  such  income  as  may  arise 
from  services  of  housewives  and  other  family  members  in  the 
household,  imputed  income  from  owned  homes  and  from  other 
durable  consumption  goods  in  hands  of  consumers,  incomes 
from  odd  jobs  of  otherwise  employed  persons,  and  income  from 
nonfarm  cows,  gardens,  and  chickens,  and  from  roomers  and 
boarders  with  private  families.  (The  incomes  from  these  last 
four  items  were  estimated  for  1929  by  Dr.  Leven  as  amount- 
ing to  6.6  billion  dollars.  See  America's  Capacity  to  Consume, 
p.  163.)  Income  paid  out  to  individuals  does  not  include  profits 
from  sale  of  real  estate,  stocks,  bonds,  etc.,  amounting  in  1929, 
according  to  Dr.  Leven,  to  6.2  billion  dollars. 

2.  A  more  serious  fallacy  is  common  in  the  interpretation 
of  the  difference  in  movement  of  the  various  constituent  ele- 
ments of  national  income.  There  is  a  natural  tendency  to 

extent  these  payments  should  be  considered  a  bona  fide  element  in 
national  income  is  an  involved  question,  depending  primarily  upon 
the  source  of  the  funds  used.  Complete  data  relating  to  the  total 
volume  of  relief  payments,  or  to  their  sources,  are  not  available  at 
present.  It  may  be  noted,  however,  that  public  emergency  relief  funds, 
Federal,  state,  and  local,  amounted  to  about  $800,000,000  in  1933, 
and  $972,000,000  during  the  first  three  quarters  of  1934.  There  has 
also  been  a  material  growth  in  the  payrolls  for  work  financed  by  the 
PWA  (Public  Works  Administration)  funds  and  in  the  expenditures 
of  the  CCC  (Civilian  Conservation  Camps). 
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identify  quantitative  shifts  and  disparities  with  evidence  as 
to  the  existence  of  disequilibrium,  and  especially  to  impute 
to  such  disparities  the  cumulative  persistence  of  the  depression. 
Now,  it  is  true  that  the  various  parts  of  our  economic  system 
are  interconnected,  and  that  for  a  movement  to  be  sustained 
in  a  certain  direction  the  changes  in  various  correlated  parts 
have  to  be  of  a  certain  sign  and  magnitude.  But  this  is  far 
from  saying  that  quantitative  equality  of  changes  in  various 
parts  of  the  system  must  persist  in  order  to  assure  the  system's 
proper  functioning,  and  this  does  not  necessarily  imply  that 
the  reason  for  the  prolongation  of  a  depression  is  that  some  ele- 
ments of  national  income  have  not  declined  as  much  as  others. 
On  the  contrary,  this  very  disparity  in  the  magnitude  of  the 
decline  may  be  a  favorable  element  in  so  far  as  it  prevents  the 
spiral  of  contraction  from  working  downward  without  any 
cushioning  bottom. 

3.  Last,  but  most  important,  are  fallacious  interpre- 
tations of  the  movement  of  functional  elements  in  the  national 
income,  usually  connected  with  an  attempt  to  apportion  the 
blame  for  the  depression  and  to  show  upon  which  of  the  social 
classes  its  burdens  primarily  fall.  There  is  a  prevalent  tendency 
to  treat  national  income  as  a  heap  of  commodities  to  be 
divided  among  the  various  economic  groups,  and  to  emphasize 
particularly  the  changes  in  the  relative  share  of  these  various 
groups.  Such  treatment  neglects  the  fact  that  national  income 
is  in  itself  a  result  of  a  current  process,  a  process  that  is  con- 
trolled by  certain  social  groups.  The  first  question  to  be  asked, 
then,  is  not  as  to  the  relative  share  going  to  the  various  groups 
of  income  recipients,  but  as  to  changes  in  the  absolute  volume 
of  income  itself,  the  causes  of  such  changes,  and  the  forces 
that  may  be  held  responsible. 

In  measuring  the  burden  of  the  depression,  too  little 
attention  is  paid  to  the  fact  that  national  income  estimates 
measure  dollar  volumes,  rather  than  psychic  incomes,  and  com- 
parisons of  percentage  declines  in  various  types  of  income  are 
made  without  regard  to  differences  in  the  impairment  of  wel- 
fare implied  by  one  and  the  same  percentage  fall.  But  it  is 
obvious  that  a  decline  of  20  per  cent  in  labor  incomes,  in  view 
of  the  low  average  level  of  labor  incomes,  may  spell  greater 
burden  and  misery  than  a  decline  of  50  per  cent  in  property 
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incomes.  A  mere  quantitative  comparison  of  percentage  de- 
clines in  labor  and  property  incomes  tends,  therefore,  to  under- 
estimate the  burden  of  the  depression  upon  the  low  income 
labor  groups. 


PART  THREE 
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CHAPTER  V 

THE  SECOND  FIVE-YEAR  PLAN  IN  ACTION 
IN  THE  SOVIET  UNION 

VALERIAN  V.  OSSINSKY 

Balance  of  the  First  Five-Year  Plan  of  the  U.S.S.R. 


THE  first  five-year  plan  (Piatiletka)  of  technical,  economic, 
and  cultural  reconstruction  of  the  U.S.S.R.  (concluded  Decem- 
ber 31,  1932,  in  four  and  a  quarter  years,  with  96.4  per  cent 
fulfillment)  had  as  its  chief  aims:  first,  industrialization  of 
the  country;  second,  further  and  definitive  socialization  of 
economic  life ;  third,  technical  reconstruction ;  and  fourth,  im- 
provement of  material  and  cultural  conditions  of  the  workers 
and  peasants. 

All  these  objectives  could  be  reached  only  on  the  basis  of 
far-going  achievements  of  the  working  class  in  the  U.S.S.R. 
All  these  aims  are  linked  together.  Each  could  be  achieved 
only  in  connection  with  the  others. 

Industrialization  (the  growth  of  industry's  part  in  the 
national  income  or  gross  production,  the  growth  of  the  ma- 
chine-building industry's  part  in  gross  industrial  production 
— which  creates  a  basis  for  mechanization  of  all  productive 
processes — and  the  growth  of  mechanization  and  industrial 
methods  of  production  in  agriculture,  etc.)  could  be  carried 
through  rapidly  only  on  the  basis  of  full  socialization  of  in- 
dustry and  its  accumulations,  abolition  of  private  profit,  fully 
developed  planning  of  all  resources,  and  centralized  control 
and  management  of  all  branches  of  industry,  etc.  Only  social- 
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ization  of  agriculture  (collectivization  and  large-scale  state 
farms)  could  prevent  its  lagging  behind  industry's  needs  for 
raw  materials  and  food  supplies. 

On  the  other  hand,  socialization  of  agriculture  could  be 
based  only  on  its  industrialization,  that  is,  through  introduc- 
tion of  the  most  efficient  machines  (tractors,  combines,  corn 
and  cotton  pickers,  etc.)  and  modern  industrial  methods  of 
farming. 

Industrialization  and  socialization,  furthermore,  could  be 
based  only  upon  a  fundamental  technical  reconstruction  of  in- 
dustry, agriculture  and  transportation.  Socialist  production  is 
necessarily  a  highly  concentrated,  highly  mechanized,  and 
automatized  mode  of  production,  using  the  most  effective  ma- 
chines and  technological  processes.  This  is  a  mode  of  produc- 
tion for  the  working  masses  (who  are  masters  and  owners  of 
all  means  of  production)  and  is  based  upon  their  most  widely 
distributed  activity.  No  rapid  development  of  socialist  pro- 
duction is  possible  without  stimulating  this  activity  through 
raising  their  standards  of  life,  their  working  conditions,  their 
cultural  level. 

II 

Notable  are  the  achievements  in  industry  during  the 
years  1928-32.  The  gross  value  of  production  increased  133 
per  cent — from  15.8  billion  rubles  in  1928  to  36.8  billion  in 
1932.1  The  gross  value  of  production  of  industries  producing 
means  of  production  (the  so-called  group  "A,"  including  pri- 
marily heavy  industries  and  machine  building)  increased  193 
per  cent — from  7  billion  rubles  in  1928  to  20.6  billion  in  1932. 
In  1928  the  Soviet  industries  had  already  surpassed  the  pre- 
war level  by  54  per  cent ;  therefore  the  gross  value  of  industrial 
production  in  1932  was  3.6  times  that  of  19 13,  and  the  gross 
value  of  production  in  group  "A"  was  4.8  times  that  of  the 
last  year  before  the  World  War. 

1In  every  case  where  figures  of  production  in  rubles  are  given, 
these  figures  are  calculated  in  1926-27  prices  (so-called  "constant 
prices  of  1926-27"),  a  method  used  for  eliminating  price  changes  and 
measuring  changes  in  physical  volume  of  production  by  whole  large 
sections  of  the  national  economy,  taken  together. 
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Accordingly,  the  part  taken  by  industry  in  the  aggregate 
production  of  industry  and  agriculture  has  changed  from  51.5 
per  cent  to  70.7  per  cent.  If  in  1928  the  U.S.S.R.  was  a  half- 
agrarian  country,  it  has  become  in  fact  a  highly  industrialized 
country  after  four  and  a  quarter  years  of  powerful  efforts  and 
achievements. 

During  this  great  period  of  industrial  revolution,  1,500 
new  plants  were  built  and  put  in  operation,  and  24.8  billion 
rubles  were  invested  in  Soviet  industries  (21.3  billion,  there- 
from, in  group  "A") — five  times  that  in  all  the  preceding  years 
after  19 17.  One  and  a  half  billion  gold  rubles  were  spent 
abroad  for  purchases  of  the  most  efficient  equipment. 

Huge  plants  with  modern  technical  organization  (the 
technical  assistance  of  American  engineers  in  projecting,  build- 
ing, and  putting  these  plants  in  operation  is  highly  appreciated 
in  the  U.S.S.R.)  were  constructed  by  series.  The  Dnieper  power 
station  with  full  capacity  of  558,000  kilowatts;  the  Magnito- 
gorsk metallurgic  plant,  second  in  the  world  only  to  Gary ;  the 
Kuznetsk  metallurgical  plant,  largest  producer  of  pig  iron,  steel, 
and  rolled  products  in  central  Asia;  the  Gorky  automobile 
plant,  biggest  automobile  factory  in  Europe;  the  Stalingrad 
and  Kharkov  tractor  plants,  which  surpass  their  Ameri- 
can prototypes  in  capacity  of  production;  the  huge  heavy- 
machine-building  plant  in  Sverdlovsk;  the  large  plant  for 
producing  electric  turbines  in  Kharkov ;  the  greatest  plant  in 
the  world  for  production  of  turret  lathes  (annual  capacity, 
6,700  lathes)  in  Moscow;  the  great  factory  of  milling  machines 
in  Gorky  (capacity,  8,000  machines)  etc.,  should  be  mentioned 
in  the  first  line. 

The  leading  type  of  modern  Soviet  plant  is  a  combinated 
plant.2  A  power  station,  using  fuel  as  energy  resource,  is  to 
be  combined  with  steam,  heat,  and  compressed-air  production. 
A  coal-coking  plant  is  attached  to  a  metallurgic  plant,  its  gas 
production  to  be  fully  used  for  metallurgical  and  chemical  pur- 
poses. A  packing  plant  is  combined  with  a  series  of  production 
processes  using  all  the  by-products  of  the  main  process.  This 
principle  was  developed  by  the  largest  and  technically  most 

2  In  the  U.S.S.R.  the  term  "combinat"  is  used  to  mean  a  com- 
bination of  several  related  industrial  processes  or  a  combination  of  un- 
related industrial  processes  joined  by  a  common  power  source. 
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advanced  plants  of  the  capitalist  world.  It  is  considered  one 
of  the  basic  principles  of  socialist  industrial  organization,  a 
principle  that  only  a  socialist  state  can  and  must  develop  to  the 
full  extent. 

As  a  result  of  the  building  of  new  plants  and  the  reequip- 
ment  and  reorganization  of  existing  plants,  the  technical 
organization  of  Soviet  industry  has  changed  as  much  as  its 
volume  of  production.  In  the  coal-mining  industry  mechanized 
coal  output  has  increased  from  16.5  per  cent  in  1928  to  65.4 
per  cent  in  1932  (now  much  greater).  In  the  oil  industry  mod- 
ern methods  of  drilling  and  extraction  have  gained  full  pre- 
dominance, and  almost  100  per  cent  of  the  wells  have  been 
electrified.  In  metallurgy  all  new  blast  and  open-hearth 
furnaces  are  fully  mechanized,  and  existing  ones  have  been  to 
a  great  extent  reequipped  with  mechanical  charging  devices.  In 
machine  building  more  than  half  of  all  equipment  was  installed 
in  the  1928-32  period  and  consequently  is  of  the  most  modern 
type.3  In  1932,  35.1  per  cent  of  the  output  of  machine  building 
was  produced  under  the  conveyor-belt  system  and  74.4  per  cent 
with  the  use  of  conveyors  or  in  large  series;  98  per  cent  of 
all  machines  used  in  machine  building  was  driven  by  electric 
motors,  and  39.3  per  cent  of  metal-cutting  machines  had  an 
individual  electric  motor.  Revolutionary  changes  in  technique 
occurred  also  in  the  chemical,  wood-manufacturing,  packing, 
and  other  industries. 

One  of  the  most  important  prerequisites  of  these  changes 
was  a  large  development  of  electrification.  The  capacity  of 
power  stations  has  increased  150  per  cent  (from  1,905,000 
kilowatts  to  4,696,000  kilowatts  in  1932) ;  the  production  of 
electro-energy  has  increased  170  per  cent.  In  industry  as  a 
whole  the  use  of  electric  power  for  driving  machines  has  in- 
creased from  51  per  cent  of  all  energy  consumed  (1928)  to 
69  per  cent  of  all  energy  consumed  (1932).  Chains  of  power 
stations  (Moscow  district,  Leningrad  district,  Dnieper  dis- 
trict, Donetz  Basin,  etc.)  were  formed.  The  capacity  of  power 
stations  using  fuel  for  both  electric  and  heat  production  has 
increased  from  55,000  kilowatts  to  300,000  kilowatts. 

3  It  would  be  an  error  to  think  that  all  these  new  machines  were 
imported;  the  home  production  of  lathes,  drilling  and  milling  ma- 
chines, etc.,  increased  from  3,798  units  in  1928  to  17,666  in  1932. 
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The  equipment  for  these  power  stations  was  in  an  increas- 
ing ratio  furnished  by  the  Soviet  machine-building  and  electro- 
technical  industry:  the  annual  production  of  turbo-  and 
hydro-generators  increased  from  137,300  kilowatts  (1928-29) 
to  961,600  kilowatts  (1932).  No  turbo-generator  of  more  than 
12,000-kilowatt  capacity  was  built  in  1928;  seventeen  turbo- 
generators of  24,000-kilowatt  capacity  and  three  of  50,000- 
kilowatt  capacity  were  built  in  1932.  The  gross  value  of 
electrotechnical  production  has  increased  487  per  cent  from 
1928  to  1932. 

Not  only  new  plants,  but  whole  new  branches  of  industry 
and  new  industrial  districts  were  created.  A  modern  chemical 
industry  was  practically  developed  anew.  The  machine-tool 
building  industry  has  been  called  to  life.  Large-scale  automo- 
bile and  tractor  production  was  installed  in  a  country  which 
had  lacked  these  branches.  A  great  development  of  aviation 
was  fully  based  on  large-scale  production  of  airplanes  and 
motors.  Aluminum  production  was  created.  High-grade  steel 
and  ferro-alloys  manufacturing  was  started  and  developed.  An 
industry  which  does  not  exist  elsewhere — the  production  of 
synthetic  rubber— was  initiated  and  is  developing  with  suc- 
cess. New  industrial  districts  and  cities  were  created  around 
the  Dnieper  power-station  site,  around  Kharkov,  Stalingrad, 
Gorky,  Chelyabinsk,  Magnitogorsk,  Kuznetsk,  and  Khibino- 
gorsk  (in  the  Kola  Peninsula),  and  on  the  newly  discovered  oil 
fields  of  Bashkiria,  etc.  The  most  remote  parts  of  the  former 
empire,  the  agrarian  colonies  of  Russian  czarism,  are  trans- 
formed into  industrialized  national  republics,  members  of  the 
Soviet  federation. 

As  a  result  of  this  development,  the  number  of  industrial 
and  clerical  workers  has  increased  93  per  cent  and  the  per- 
centage of  city  population  has  changed  from  17.9  per  cent 
(1928)  to  24.0  per  cent  (1932).  It  must  be  mentioned,  never- 
theless, that  a  part  of  the  heavy  industries  (coal  and  metal- 
lurgy) and  a  part  of  the  light  industries  (the  textile  industry) 
lagged  behind  the  tempo  of  development  of  other  branches  and 
their  individual  planned  schedules.  So  the  gross  value  of  coal 
production  increased  from  1928  to  1932  75.6  per  cent,  and  the 
gross  value  of  metallurgic  production  70.3  per  cent.  The  gross 
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value  of  textile  production  in  this  period  increased  23.9  per 
cent. 

In  the  first  case,  the  reasons  were  chiefly  serious  difficulties 
in  building  and  putting  in  operation  the  huge  new  mining 
capacities  and  iron  mills  by  a  personnel  trained  in  old- 
fashioned,  middle-sized  units.  Only  in  1933,  for  coal  mines, 
and  in  1934,  for  metallurgical  plants,  was  the  time  reached 
when  the  new  capacities  and  new  technique  began  to  be 
mastered.  In  the  textile  industry  (especially  in  the  cotton  in- 
dustry) unfavorable  changes  on  the  world  market — the  grow- 
ing crisis  in  capitalist  countries,  the  tightening  of  Soviet 
exports,  and  the  consequent  difficulties  in  purchasing  foreign 
cotton — were  the  chief  reasons  for  lagging  behind.  In  the  years 
1928-32  successes  were  achieved  in  developing  cotton  produc- 
tion. Imported  cotton  was  fully  replaced  by  home-grown  cotton, 
but  the  tempo  of  development  in  the  textile  industry  was  rela- 
tively reduced  in  these  transition  years. 


Ill 

In  agriculture  the  years  1928-32  were  an  epoch  of  funda- 
mental technical  and  social  reconstruction.  The  number  of 
tractors  rose  from  26,700  in  1928  to  148,500  at  the  end  of  1932. 
Great  quantities  of  other  modern  agricultural  machinery  were 
added,  and  the  inventory  of  mechanical  means  of  agriculture 
increased  57.9  per  cent  to  4,232  million  rubles.  The  construc- 
tion of  many  thousands  of  new  buildings  for  farm  purposes — 
barns,  silos,  repair  shops,  etc. — involved  an  expense  of  nearly 
2.5  billion  rubles.  Twenty-five  hundred  state  machine-tractor 
stations  were  created,  lending  to  the  collectivized  farms  their 
mechanical  assistance  in  plowing,  sowing,  threshing,  etc., 
and  their  technical  advice  through  a  staff  of  agronomists.  Large- 
scale  state  farms  were  created  as  centers  of  agricultural  pro- 
duction, technical  advice  for  collective  farmers,  and  selected 
seed  and  pure-bred  livestock.  Their  number  increased  from 
3,125  to  5,018  during  1928-31,  while  their  sown  area  increased 
in  the  same  period  from  1.7  to  13.4  million  hectares,  and  the 
number  of  their  livestock  in  1932  embraced  3.5  million  cattle, 
1.9  million  swine,  and  7.2  million  sheep  and  goats.  Special  col- 
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lective  livestock  farms  (132,000  at  the  end  of  1932)  were 
created,  concentrating  6.1  million  cattle,  2.5  million  pigs,  and 
4.5  million  sheep  and  goats — a  good  part  of  the  former  individ- 
ual peasant  farm  stock,  a  basis  of  large-scale  market  produc- 
tion of  the  collective  farms. 

These  fundamental  changes  in  the  technical  organization 
of  agriculture  were  connected  with  radical  social  changes. 
Modern  equipment  and  modern  methods  of  production  could 
be  used  only  on  large  areas  of  land  and  applied  only  to  live- 
stock in  relatively  large  units.  They  could  not  be  used  on 
parcels  of  land  averaging  four  hectares  (10  acres),  which  was 
the  sown  area  of  a  middle-sized  Russian  peasant  farm  in  1928 ; 
they  could  not  be  applied  to  the  one  or  two  units  of  cattle 
which  were  in  the  possession  of  such  a  tiny  farm.  Productive 
cooperation  of  these  farms,  in  the  form  of  "artels"  (collectives, 
where  land  and  the  chief  instruments  of  production  are  social- 
ized, while  houses,  family  cows,  pigs,  poultry,  etc.,  remain 
private  property),  became  a  necessity.  The  poor  peasantry, 
with  but  small  parcels  of  land,  had  to  conduct  a  fierce  struggle 
for  the  formation  of  such  collectives  in  1928-32  ;  the  minority 
of  kulaks,  who  combined  large  landholdings  with  storekeep- 
ing,  village  usury,  and  different  methods  of  exploitation  of 
their  poor  neighbors,  fiercely  opposed  collectivization,  which 
necessarily  developed  a  parallel  process  of  "liquidating  the 
kulaks,  as  a  class." 

From  1.7  per  cent  of  the  peasant  farms  organized  in  collec- 
tives (spring  of  1928)  the  figures  advanced  to  23.6  per  cent 
of  the  total  number  (1930).  Then  came  the  great  expansion 
of  machine-tractor  stations.  They  increased  from  637  in  1930 
to  1,228  in  1931,  2,115  m  I932)  and  2,660  in  1933.  During  the 
winter  of  1932-33  "political  sections"  of  the  machine-tractor 
stations  were  formed,  and  many  thousands  of  well-trained 
social  organizers  were  sent  to  the  rural  communities,  which 
was  a  tremendous  help  in  improving  the  work  of  the  collectives. 
Accordingly,  the  ratio  of  collectivized  peasant  farms  grew  to 
52.7  per  cent  in  June,  1931,  61.5  per  cent  in  June,  1932,  and 
64.4  per  cent  in  June,  1933.  The  number  of  collectives  totaled 
224,500  by  the  end  of  1932.  By  1933  the  process  of  productive 
cooperation  of  peasants  in  agricultural  collectives  was  com- 
pleted in  the  chief  grain-producing  districts. 
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Russian  agriculture  was  changed  from  a  system  of  "tiny 
and  tiniest  peasant  farms"  (Lenin's  expression)  to  a  large- 
scale,  highly  mechanized,  scientifically  advised,  planned,  and 
conducted  system  of  cooperative  and  state-owned  agriculture 
which  has  all  prerequisites  for  an  unprecedentedly  rapid  de- 
velopment. 

As  soon  as  the  results  of  this  development  ripened,  the 
efficiency  of  the  new  system  manifested  itself  in  an  increase 
of  crop  yields.  After  the  relatively  poor  harvests  of  193 1  and 
1932  (primarily  caused  by  adverse  weather  conditions),  a 
record  harvest  was  collected  in  1933.  And  although  drought 
conditions  in  1934  had  some  significance  for  the  U.S.S.R.  (but 
less  than  in  the  U.S.A.),  an  unusually  good  harvest  was  col- 
lected this  year,  too.  Grain  crop  yield  per  hectare  in  1934 
was  only  a  little  less  than  in  1933,  but  grain  crop  production 
was  approximately  the  same  as  in  1933,  as  the  sown  area  was 
increased  3.1  million  hectares  (3  per  cent). 

The  good  harvests  of  1933  and  1934  will  help  to  solve  the 
second  most  important  agricultural  problem,  the  problem  of 
livestock  production,  and  help  to  restore  to  a  normal  level 
the  numbers  of  the  country's  livestock.  These  numbers  were 
decreased  as  a  result  of  the  sharp  class  struggle  of  1928-32: 
the  kulaks  reduced  the  number  of  their  livestock,  which  was 
relatively  large;  they  advised  their  neighbors  to  sell  or 
slaughter  livestock  before  entering  the  collectives.  Only  after 
the  strength  of  the  kulak  class  was  definitely  broken,  after 
the  organization  of  the  collectives  improved  and  the  grain- 
raising  problem  had  been  solved,  could  a  new  increase  of  live- 
stock begin.  This  has  already  occurred  in  the  annual  period 
of  1933-34,  as  will  be  seen  later. 


IV 

The  antiquated  transportation  system  of  the  U.S.S.R. 
could  not  be  expanded  and  reconstructed  to  the  same  extent  as 
industry  and  agriculture.  The  length  of  the  railroad  lines  was 
increased  during  the  first  five-year  period  by  6,300  kilometers, 
to  a  total  of  83,300  kilometers  (8  per  cent).  The  great  Turkes- 
tan-Siberian railroad  was  constructed  and  put  in  operation, 
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which  helped  to  a  considerable  extent  in  developing  production 
of  cotton  in  Middle  Asia.  The  number  of  locomotives  on  Soviet 
railways  was  increased  to  19,500  by  4,000  units  (25  per  cent), 
and  the  number  of  freight  cars  was  increased  to  552,000  units 
by  77,000  cars  (14  per  cent). 

The  type  of  locomotive  was  improved;  large-size  freight 
cars  were  increased  in  number  and  partly  equipped  with  auto- 
matic brakes ;  automatic  block  signals  were  introduced  on  some 
lines ;  the  first  experimental  steps  were  taken  in  electrification 
of  railroads. 

The  lagging  behind  of  the  metallurgical  industry  was  the 
chief  obstacle  to  a  large-scale  expansion  and  reequipment  of 
the  railroads.  The  chief  efforts,  therefore,  were  concentrated 
on  more  effective  employment  of  existing  railroad  facilities. 
These  efforts  resulted  in  overfulfillment  of  the  planned  figures 
for  freight  and  passenger  transportation.  The  five-year  plan 
provided  for  1932  a  freight  turnover  of  162.7  billion  ton- 
kilometers:  the  actual  figure  reached  169.3  billion.  The  five- 
year  plan  provided  a  passenger  turnover  of  35.4  billion 
passenger-kilometers;  the  actual  figure  was  83.7  billion.  Great 
masses  of  people  were  moving  from  one  place  to  another  as  a 
result  of  the  large  increase  in  the  number  of  industrial  workers 
and  of  the  huge  construction  works  in  all  parts  of  the  country. 

Increase  of  water  transportation,  opening  of  the  Dnieper 
waterway  as  a  result  of  the  Dnieper  dam  construction,  inaugu- 
ration of  the  new  White  Sea  and  Baltic  Canal,  opening  of 
regular  traffic  along  the  great  Northern  Route,  all  helped  to 
meet  the  freight  and  passenger  turnover  arising  out  of  the 
growth  of  industry  and  agriculture.  The  same  role  was  played 
in  part  by  increased  automotive  facilities  and  by  the  develop- 
ment of  aviation. 


A  primary  factor  in  the  improvement  of  the  condition  of 
the  workers  was  the  elimination  of  unemployment.  The  first 
five-year  plan  had  envisaged  a  decrease  in  the  unemployment 
figures  to  half  a  million  persons.  This  estimate  was  overful- 
filled. A  second  important  step  was  the  extension  of  the  seven- 
hour  working  day  and  the  five-day  working  week  (five  days  in 
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a  six-day  week)  throughout  industry  as  a  whole.  As  for  wages, 
they  doubled  during  the  period  1928-32,  rising  from  an  average 
annual  wage  of  703  rubles  to  1,427  rubles.  To  the  individual 
wages  must  be  added  the  so-called  "socialized  wages,"  i.e.,  the 
funds  paid  under  the  social  insurance  system,  stipends  for 
workers'  children  in  colleges,  medical  assistance  of  the  factory 
hospitals  and  sanitary  institutions,  cultural  facilities  provided 
by  the  state  factories,  etc.  The  funds  disbursed  in  this  way 
increased  from  874  million  in  1928  to  4,308  million  in  1932  and 
formed  a  very  solid  addition  to  the  sums  paid  to  workers  in 
cash.  It  must  be  mentioned  that  wages  were  paid  not  only  to 
the  working  family  head,  but  in  an  increasing  ratio  to  the 
other  members  of  the  family;  more  and  more  women — work- 
ers' wives  and  adult  daughters — were  involved  in  productive 
work,  and  the  family  income  was  rising  faster  than  the  average 
per  capita  wage. 

The  development  of  public  restaurants,  especially  of  fac- 
tory restaurants,  where  factory  workers  could  get  healthful 
food  at  very  moderate  prices  (during  1928-32  the  number  of 
patrons  of  such  restaurants  increased  from  three-quarters  of  a 
million  to  14.8  million)  was  a  substantial  help  in  the  period  of 
transition  from  private  to  socialized  trade.  At  this  time  the 
former  private  supply  of  consumption  goods  (based  in  some 
part  on  the  production  of  kulak  farms)  was  rapidly  decreasing 
and  being  replaced  by  the  services  of  public  restaurants,  co- 
operative stores,  closed  factory  shops,  etc.  These  institutions, 
as  well  as  special  "factory  farms,"  were  a  tremendous  help 
to  industrial  and  clerical  workers  and  assured  them  of  a  regular 
supply  of  low-priced  food  and  goods  in  the  transition  years. 

Notable  successes  were  achieved  in  the  housing  conditions 
of  workers,  as  large-scale  construction  of  new  dwellings  was 
carried  through.  Especially  the  housing  conditions  of  the  coal 
miners  in  the  Donetz  Basin  were  improved.  The  dugouts,  in- 
herited by  the  Soviets  from  the  czarist  period,  were  replaced 
by  decent  cottages  and  apartments. 

On  the  basis  of  these  changes,  a  vivid  economic  and  social 
activity  of  the  working  masses  has  developed. 

By  1932,  82  per  cent  of  the  workers  had  become  members 
of  trade  unions.  Three-fourths  of  the  workers  in  1932  took 
part  in  the  socialist  competition  and  shock-brigade  movement. 
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A  marked  increase  in  productivity  of  labor  was  achieved. 
Nine-tenths  of  the  population,  from  eight  to  fifty  years  of  age, 
learned  to  read  and  write.  The  number  of  high  school  "techni- 
cum"  and  college  students  trebled  between  1928  and  1932, 
while  the  percentage  of  workers  and  workers'  children  has  in- 
creased to  41.5  per  cent  among  high-school  students  and  50 
per  cent  among  college  students.  Universal  compulsory  edu- 
cation was  achieved  in  1931-32.  An  approximate  estimate  of 
the  total  number  of  persons  engaged  in  some  form  of  educa- 
tional training  (children  and  adults,  in  schools,  colleges,  or 
temporary  courses)  gives  the  tremendous  figure  of  50  million. 
The  entire  country  is  learning,  as  the  entire  country  is  re- 
constructing itself. 

It  must  be  added  that  a  radical  change  for  the  better  has 
occurred  in  the  condition  of  the  millions  of  former  poor  peas- 
ants, now  members  of  the  collectives  and  their  most  ardent 
supporters.  Village  pauperism — one  of  the  worst  evils  of  former 
times — has  been  done  away  with.  It  has  been  liquidated  on 
the  basis  of  social  planning,  the  abolition  of  class  distinctions, 
and  the  opening  of  material  and  cultural  progress  to  all. 

These  are  the  results  of  the  first  five-year  period  of  so- 
cialist reconstruction  in  the  U.S.S.R. 


The  Second  Five-Year  Plan  and  Its  Objectives 

I 

The  achievements  of  the  first  five-year  plan  have  laid  a 
solid  foundation  for  a  rapid  further  development  along  the 
same  general  lines.  Full  completion  of  the  country's  technical 
reconstruction;  full  liquidation  of  capitalistic  elements  in  its 
economic  life  and  of  classes  in  general — in  other  words,  transi- 
tion to  a  developed  socialist  society;  a  fundamental  change 
in  individual  psychology,  making  every  worker  and  farmer  an 
active  builder  of  classless  society;  and,  finally,  a  new  radical 
change  in  the  standard  of  life  and  cultural  level  of  the  working 
masses — these  are  the  chief  aims  of  the  second  five-year  plan. 

The  last  objective  has  practically  become  the  leading  one. 
As  production  of  the  means  of  production  developed  tremen- 
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dously  in  the  first  five-year  period,  only  completion  of  this 
work  and  regular  further  development  are  necessary.  The 
tempo  of  increase  in  industrial  production  can  be  eased;  in- 
stead of  an  average  increase  per  annum  of  23.5  per  cent  during 
the  first  Piatiletka,  an  annual  increase  of  16.5  per  cent  is  now 
planned.  Originally  a  19  per  cent  annual  rate  of  increase  was 
provided,  and  the  amount  of  capital  investments  during  the 
second  five-year  period  is  calculated  on  this  basis.  But  when 
the  second  five-year  plan  was  finally  discussed  and  adopted,  a 
reduction  of  the  ratio  of  increase  was  introduced  for  the  pur- 
pose of  creating  a  reserve  capacity  in  industrial  plants  and 
assuring  an  easy  fulfillment  and  potential  overfulfillment  of 
the  plan. 

The  most  important  concrete  objectives  in  industry  in  the 
second  five-year  plan  are :  first,  elimination  of  the  lag  in  heavy 
industries  (coal,  metallurgy,  and  especially  nonferrous  metal- 
lurgy) ;  second,  rapid  development  of  the  chemical  industries, 
to  secure  a  commensurate  growth  in  the  use  of  mineral  fer- 
tilizers. 

On  the  basis  of  a  fully  developed  metallurgy,  a  radical 
reconstruction  and  expansion  of  the  transportation  system  can 
be  carried  through. 

But  the  most  important  objective  now  has  become  the 
development  of  light  industries  and  industries  producing  food 
— flour,  sugar,  meat,  canned  goods,  etc.  While  the  gross  value 
of  industrial  production  as  a  whole  has  to  grow  114  per  cent 
from  1932  to  1937,  the  gross  value  of  production  in  group  "A" 
will  grow  only  97  per  cent,  and  in  group  "B"  (light  and  food 
industries)  134  per  cent.  In  particular,  the  output  of  the  tex- 
tile industry  has  to  increase  164  per  cent,  the  output  of  the 
flour  industry  147  per  cent,  the  output  of  the  meat  packing 
214  per  cent,  of  canned  goods  194  per  cent,  and  of  sugar  201 
per  cent. 

So,  on  the  average,  the  production  of  consumption  goods 
will  be  two  and  one-half  times  that  of  1932.  Accordingly,  the 
real  wages  of  workers  and  the  consumption  of  peasants  can 
more  than  double.  It  was  calculated  that  the  peasants'  con- 
sumption in  1937  will  reach  a  level  higher  than  that  of  the 
well-to-do  farmers  in  1927,  and  their  per-capita  income  will 
become  45  per  cent  greater  than  the  income  of  the  well-to-do 
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farmers.  The  standard  of  life  of  workers  and  collective  farmers 
will  be  raised  to  the  level  of  a  well-to-do  city  inhabitant  of 
prewar  times,  and  their  cultural  level,  as  will  be  seen  later, 
will  rise  approximately  in  the  same  degree. 

To  achieve  all  these  great  goals,  enthusiasm  for  mastering 
new  productive  processes  must  be  added  to  the  enthusiasm 
for  new  construction  work  which  characterized  the  first 
five-year  period.  A  still  more  extensive  educational  and  politico- 
educational  work  has  to  be  carried  through.  A  socially  con- 
scious individual,  an  active  worker  for  the  socialist  community, 
must  be  forged  out  of  every  member  of  society.  Class  dis- 
tinctions and  remnants  of  class  psychology  must  be  totally 
eliminated,  and  a  society  of  immediate  producers,  consciously 
directing  their  own  productive  process — to  use  Engels'  words — 
must  be  definitely  created. 


II 

At  the  start,  in  a  general  review  of  the  industrial  second 
five-year  plan,  must  be  considered  the  machine-building  in- 
dustry, the  leading  ace  of  the  first  piatiletka.  It  grew  300  per 
cent  during  1928-32 ;  now  it  has  to  grow  on  the  average  only 
107  per  cent.  But  the  branch  of  machine-tool  production, 
taken  separately,  has  to  grow  235  per  cent.  The  growth  of  this 
branch  is  the  fundamental  basis  for  the  expansion  and  final 
reconstruction  of  all  the  metal  and  woodworking  industries. 
Textile  machinery  production  has  to  increase  433  per  cent, 
being  the  basis  of  the  increase  in  production  of  finished  textile 
goods.  The  building  of  food-producing  machinery  has  to  rise 
172.5  per  cent  (less  than  textile  machinery  production,  be- 
cause a  very  extensive  reequipment  of  the  food-producing  in- 
dustries was  carried  through  during  the  first  Piatiletka). 
Finally,  railroad  mechanical  equipment  production  has  to  be 
increased  by  369  per  cent;  the  reasons  wherefore  were  ex- 
plained above.  It  must  be  added  that  production  of  automo- 
biles has  to  be  increased  from  24,000  (1932)  to  200,000  (1937), 
and  that  four  huge  new  plants,  increasing  the  capacity  of  the 
automobile  industry  to  620,000  machines  per  annum,  will  be 
in  construction.  The  capacity  of  620,000  automobiles,  which 
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includes  great  quantities  of  heavy  trucks  for  the  large  col- 
lective and  state  farms  and  for  industrial  transportation,  is 
practically  equivalent  to  1,000,000  cars  and  trucks  of  the  Ford 
or  Chevrolet  type.  This  capacity  the  U.S.S.R.  will  reach  in 
1938-39. 

This  further  expansion  of  machine  building  will  be 
achieved  in  part  by  construction  of  large  plants  (for  heavy 
lathes,  grinding  machines,  textile  machinery,  and  food-produc- 
ing machinery,  as  well  as  three  new  locomotive  and  electro- 
motive plants  and  three  new  plants  for  railroad-car 
production). 

This  expansion  will  complete  the  technical  reconstruction 
of  industry.  Of  the  machines  used  by  industry  in  1937,  50  to  60 
per  cent  will  have  been  installed  during  the  period  1933-37, 
and  80  per  cent  of  the  entire  industrial  production  will  be 
manufactured  in  plants  built  or  reequipped  during  the  period 
1928-37.  The  coefficient  of  electrification  of  industrial  proc- 
esses will  reach,  in  1937,  the  same  level  as  in  the  United  States 
(86  per  cent) ;  coal  cutting  will  be  93  per  cent  mechanized;  80 
per  cent  of  the  pig  iron  will  be  produced  by  mechanized  blast 
furnaces,  etc.  The  U.S.S.R.  will  become  second  only  to  the 
U.S.A.  in  machine  building,  and  will  be  the  leading  country 
in  Europe  in  this  field. 

Great  progress  must  be  achieved  in  electrical  energy  pro- 
duction. The  kilowatt  capacity  of  power  stations  will  be  in- 
creased 132  per  cent,  from  4,700,000  kilowatts  to  10,300,000. 
Production  of  electro-energy  will  be  increased  184  per  cent 
(partly  by  better  use  of  capacities),  from  13,400,000,000  kilo- 
watt hours  to  38,000,000,000,  i.e.,  one-third  of  the  production 
of  the  U.S.A.  in  1930  and  21  per  cent  more  than  Germany 
produced  in  1929. 

A  series  of  huge  power  plants  will  be  built.  By  1937,  power 
stations  with  more  than  100,000-kilowatt  capacity  will  pro- 
duce 48  per  cent  of  all  energy  consumed  (instead  of  34  per 
cent,  as  in  1932).  Installation  of  turbogenerators  of  100,000- 
kilowatt  capacity  will  be  started  at  the  end  of  the  second 
Piatiletka. 

In  the  year  1932  only  three  chains  of  high- voltage  power 
transmission,  with  a  total  production  of  1,000,000,000  kilowatt 
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hours,  existed  in  the  U.S.S  R.  In  1937  there  will  be  eight  chain 
systems  of  such  size:  the  Moscow  system  (5.2  billion  k.w.h. 
production) ;  the  Leningrad  system  (2.8  billion  k.w.h.) ;  the 
Gorky-Ivanovo- Yaroslavl  chain  (more  than  a  billion) ;  the 
Donetz  basin  system  and  the  Dnieper  chain  system,  which  will 
in  addition  be  linked  together  and  form  a  gigantic  chain — one 
of  the  greatest  in  the  world,  producing  9  billion  k.w.h.  per 
annum;  the  Urals  system  (5  billion  k.w.h.),  the  Kuznetsk  sys- 
tem (1  billion  k.w.h.),  and,  finally  the  Transcaucasian  system, 
chiefly  of  hydrostations,  with  an  aggregate  production  of  2.5 
billion  k.w.h. 

The  building  up  of  these  chains  is  only  a  preparatory 
step  to  a  general  linking  together  of  all  power  stations  of  the 
European  and  western  Asiatic  stations  of  the  U.S.S.R.  into 
a  gigantic  universal  system  of  power  stations  suggested  by 
Lenin  as  early  as  1920. 

One  of  the  pillars  of  this  majestic  future  edifice  will  be 
the  group  of  the  Volga  River  power  stations,  surpassing  in 
aggregate  capacity  the  Dnieper  power  system,  and,  like  it,  serv- 
ing the  purpose  not  only  of  production  of  energy,  but  also  of 
waterways  regulation  and  of  irrigation — in  their  case  of  the 
semi-arid  left-shore  region  of  the  lower  Volga.  During  1933-37, 
855  million  rubles  will  be  invested  in  their  construction,  while 
their  total  cost  is  estimated  in  billions  of  rubles. 

Another  interesting  feature  of  the  electrical  developments 
is  the  growth  of  stations  producing  heat  and  power.  All  factory 
power  plants  to  be  constructed  will  use  their  residual  steam 
for  heating  purposes.  All  fuel  power  plants  in  the  big  Moscow 
and  Leningrad  chains — after  a  certain  level  of  aggregate  capac- 
ity is  reached — will  be  built  only  as  heat  and  power  stations. 
The  ratio  of  the  capacity  of  such  combinated  stations  to  the 
total  capacity  was  12  per  cent  in  1932  (half  a  million  kilo- 
watts). It  will  reach  almost  30  per  cent  in  1937  (2.8  million 
kilowatt  capacity.)  The  aggregate  production  of  heat  in  1937 
is  fixed  at  1 1  million  megacalories.  It  is  interesting  to  mention 
that  in  1934  2.1  million  megacalories  of  heat  were  produced 
by  such  stations  in  the  first  nine  months  of  the  year  and  that 
an  aggregate  annual  production  of  2.8  millions  could  be  fairly 
expected.  The  U.S.S.R.  is  rapidly  moving  to  become  the  lead- 
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ing  country  in  technico-economical  organization  of  the  power 
industry. 

As  to  the  heavy  industries  which  lagged  behind  under  the 
first  Piatiletka,  a  radical  change  in  their  situation  is  envisaged. 
Coal  production  is  to  be  increased  137  per  cent,  to  152.5  million 
tons  in  1937.  This  will  elevate  the  U.S.S.R.  to  the  third  place 
in  Europe  as  a  coal  producer,  next  to  Germany  and  England. 
But  if  the  projected  increased  production  of  oil  (46.8  million 
tons  in  1937)  and  of  peat  (25  million  tons  in  1937)  is  fulfilled, 
the  U.S.S.R.  will  surpass  Great  Britain  as  a  producer  of  min- 
eral fuel. 

Metallurgical  production  will  be  increased  160  per  cent 
to  200  per  cent,  to,  respectively,  16,000,000,  17,000,000,  and 
13,000,000  tons  of  pig  iron,  steel,  and  rolled  products.  This 
will  be  achieved  through  development  of  production  in  newly 
built  plants  as  well  as  through  the  construction  of  new  plants 
and  reequipment  of  existing  ones.  And  it  will  assure  the 
U.S.S.R.  the  first  place  in  Europe  and  the  second  in  the  world, 
next  to  the  United  States.  The  results  of  1933  and  1934  fully 
assure  this  position.  The  coal  and  metallurgical  industries  are 
making  up  for  their  past  delays  and  are  fulfilling  the  planned 
schedules. 

In  nonferrous  metallurgy  an  increase  of  copper  produc- 
tion of  190  per  cent,  to  135,000  tons  in  1937,  is  planned.  This 
will  mean  first  place  in  Europe  and  third  in  the  world  (after 
the  United  States  and  the  Belgian  Congo).  But  this  is  only  the 
first  step  of  a  much  more  ambitious  development.  When 
the  greatest  copper-producing  combinated  plant  of  the  world, 
in  Middle  Asia  on  the  shores  of  Balkash  Lake,  is  finished 
(after  1937),  the  U.S.S.R.  will  begin  to  move  next  to  the 
United  States. 

The  production  of  aluminum  will  be  increased  from  1,000 
to  80,000  tons,  which  is  greater  than  the  production  or  actual 
consumption  of  aluminum  in  any  country  of  the  world  ex- 
cepting the  United  States.  But  this,  also,  is  only  the  first  stage 
of  a  development.  The  construction  of  huge  aluminum  plants 
near  Khibinogorsk  (a  new  city  on  the  Kola  Peninsula)  and 
in  the  Urals,  with  practically  unlimited  resources  of  aluminum- 
bearing  minerals,  will  enable  the  U.S.S.R.  to  approach  the 
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United  States  in  production.  Other  kinds  of  nonferrous  metals 
will  be  developed  in  similar  proportions. 

Very  important  for  agriculture  and  for  almost  all  branches 
of  industry  is  the  rapid  development  of  chemical  industries. 
On  the  average,  the  production  of  chemical  products  has  to 
grow  182  per  cent  (from  1.96  billions  gross  value  of  production 
to  5.5  billions  in  1937).  But  individual  kinds  of  chemical  prod- 
ucts will  be  increased  much  more  rapidly.  The  production  of 
chemical  fertilizers  will  be  increased  nine  times.  The  supply 
of  nitrogen  fertilizers  will  be  increased  sixty-three  times  to 
1.4  million  tons,  and  the  most  modern  methods  of  manufacture 
will  be  introduced.  The  supply  of  phosphate  fertilizers  (calcu- 
lated in  14  per  cent  superphosphate)  will  increase  839  per 
cent  to  3  million  tons ;  this  will  be  close  to  the  production  of 
the  United  States  (3.7  million  tons)  and  will  surpass  all  other 
countries.  The  production  of  potash  fertilizers  in  Solikamsk 
(where  a  second  large  mine  is  under  construction)  will  in- 
crease more  than  2,000  times  and  reach  1.7  million  tons.  This 
is  very  close  to  the  production  of  France  and  amounts  to  25 
to  28  per  cent  of  the  German  production.  The  production  of 
sulphuric  acid  will  increase  from  495,000  to  2,080,000  tons, 
which  will  place  the  U.S.S.R.  in  the  second  position  in  the 
world,  next  to  the  United  States.  The  production  of  soda  will 
be  increased  146  per  cent,  to  700,000  tons,  one- third  of  the 
production  of  the  United  States.  Other  lines  have  a  schedule 
of  similar  gains.  The  rayon,  plastic  material,  aniline  dye,  and 
medical  drug  industries  will  be  largely  developed.  Of  special 
interest  is  the  large  increase  planned  for  extraction  of  low- 
cost  alcohol  from  the  residues  of  the  woodworking  industry, 
which  will  form  a  basis  for  developing  the  production  of  low- 
cost  synthetic  rubber.  Taken  as  a  whole,  the  Soviet  chemical 
industry  is  scheduled  to  become  one  of  the  leading  chemical 
industries  of  the  world,  able  to  compete  in  quantity  of  pro- 
duction and  technological  methods  with  the  German  industry, 
which  is  now  the  most  developed  in  Europe. 

Now  as  to  the  light  industries.  Big  changes  will  occur  in 
the  textile  industry.  Not  only  will  a  general  increase  of  164 
per  cent  be  reached,  but  the  variety  of  textile  goods  will  be 
greatly  expanded.  The  output  of  woven  cotton  goods  will  be, 
for  instance,  increased  only  87  per  cent,  but  the  output  of  knit 
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goods  (of  cotton,  wool,  and  silk)  will  be  increased  356  per  cent, 
and  more  so-called  Egyptian  cotton  (of  Soviet  origin)  will  be 
used  in  their  fabrication.  The  output  of  woolen  goods  will  be 
increased  141  per  cent  and  the  output  of  linen  cloth  361 
per  cent.  The  U.S.S.R  is  the  largest  producer  of  flax  in  the 
world,  and  was  obliged  until  recently  to  be  the  largest  flax 
exporter.  Now  it  aims  to  become  the  world's  largest  manufac- 
turer of  first-class  linen  cloth,  not  for  export,  but  for  the  needs 
of  its  own  population.  Just  in  the  same  manner  the  production 
of  natural-silk  cloth  will  be  increased  50  per  cent  for  home 
consumption. 

To  realize  these  projects  fifteen  large  cotton  mills  with 
2,000,000  additional  spindles  will  be  built,  almost  exclusively 
in  the  Asiatic  regions  of  the  Union.  Decentralization  of  the 
cotton  industry,  building  of  plants  in  the  vicinity  of  the  cotton 
fields,  development  of  industry  in  the  Asiatic  republics  of  the 
Union — these  are  the  leading  ideas  of  such  a  rearrangement. 
Twelve  new  large  woolen  combinated  plants  will  be  con- 
structed, almost  doubling  the  capacity  of  this  branch  of  in- 
dustry, and  twelve  new  linen  cloth  combinated  plants  will  be 
erected,  which  also  will  increase  the  existing  capacity  100  per 
cent.  The  arrangement  of  these  twenty-four  plants  is  based  on 
the  same  principles  as  that  of  the  cotton  plants. 

An  extensive  reequipment  of  the  existing  plants  will  also 
take  place,  with  the  introduction  of  more  efficient,  highly  auto- 
matized, and  electrified  machinery.  Many  models  of  these  new 
machines  (chiefly  in  the  linen-cloth  and  woolen-goods  indus- 
tries) are  inventions  of  Soviet  engineers,  developed  in  the 
last  few  years. 

As  was  pointed  out  before,  a  great  expansion  of  the  food- 
producing  industry,  based  upon  the  development  of  existing 
capacities  and  the  addition  of  new,  is  in  sight.  A  series  of 
sugar-beet  factories  will  be  constructed,  chiefly  in  the  eastern 
and  Asiatic  regions  of  the  Union,  where  an  extension  of  beet 
growing  is  now  in  progress.  New  flour-milling  plants,  new 
meat-  and  fish-packing  houses,  new  canneries,  and  a  series  of 
bread-baking  "factories,"  as  they  are  called  in  the  U.S.S.R., 
will  be  erected.  A  system  of  wholly  mechanized  and  automa- 
tized bakeries  has  been  developed  by  the  engineer  Marsakov. 
The  new  Moscow  mechanical  bakeries  based  on  his  projects 
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are  larger  and  more  mechanized  than  the  corresponding  Ameri- 
can establishments. 

The  variety  of  food  products  will  be  changed  as  much  as 
the  variety  of  textile  goods.  In  1932  41  per  cent  of  the  flour 
produced  was  made  by  using  96  per  cent  of  the  grain  material ; 
the  percentage  of  this  coarse  flour  will  be  reduced  to  only  4 
per  cent  of  the  total  production. 

The  percentage  of  flour,  with  a  ratio  of  72-75  per  cent  of 
grain  raw  material,  will  be  increased  to  41  per  cent  of  the  total 
production.  In  meat  production  the  pork  output  will  be  in- 
creased sixteen  and  one-half  times.  Roast-beef  and  corned-beef 
production,  as  well  as  the  production  of  preserved  fruits,  will 
be  increased  by  the  canned-goods  industry.  Bacon  and  ham 
production  will  be  developed.  Seventy  per  cent  of  city  bread 
consumption  is  to  consist  of  wheat  bread  instead  of  the  cus- 
tomary rye  bread.  Production  of  cornflakes,  oatmeal,  etc., 
will  be  developed.  Many  other  characteristic  features  have  to 
be  omitted,  but  it  is  interesting  to  mention  that  the  production 
of  pianos  for  workers'  clubs  in  the  factories  of  the  Commis- 
sariat for  Light  Industry  is  to  be  increased  from  3,800  in  1932 
to  28,000  in  1937.  As  for  canned  music,  the  production  of 
talking  machines  is  to  be  increased  from  38,000  in  1932  to 
1,500,000  in  1937,  and  the  production  of  records  from  1,700,000 
in  1932  to  40,000,000  in  1937. 


Ill 

In  agriculture  the  fruits  of  the  foregoing  developments 
will  be  reaped.  A  hundred  per  cent  collectivization  is  expected 
by  I937-  The  number  of  machine- tractor  stations  will  be  in- 
creased one  and  a  half  times,  that  is,  to  6,000  at  the  end  of 
1937.  Four  hundred  thousand  tractors  (in  15-h.p.  "Interna- 
tional" type  units)  will  work  in  the  fields ;  more  than  a  quarter 
of  them  will  be  of  the  more  efficient  and  powerful  track-laying 
type,  which  is  now  being  successfully  manufactured  in  Chelya- 
binsk. To  the  existing  numbers,  87,000  combines  and  170,000 
trucks  and  cars  will  be  added.  It  is  estimated  that  in  1937  the 
investments  in  machinery  per  hectare  of  sown  area  will  be 
increased  to  54  rubles  (or  69  per  cent).  (The  corresponding 
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figure  for  the  United  States  agricultural  census  of  1930  is  $23.) 
The  authors  of  the  second  five-year  plan  claim  that  in  1937 
Soviet  agriculture  will  be  equipped  and  mechanized  to  a  greater 
extent  than  agriculture  in  the  United  States,  especially  when 
the  higher  ratio  of  machinery  utilization  in  the  highly  cen- 
tralized collective  forms  is  taken  into  consideration. 

All  the  collective  farms  of  the  U.S.S.R.  will  benefit  by  the 
aid  of  the  machine  and  tractor  stations.  Collectives  and  state 
farms — which  will  double  their  operating  funds — will  produce 
91.5  per  cent  of  all  crops  and  75  per  cent  of  all  agricultural 
products.  The  remainder  will  be  produced  by  the  members 
of  kolkhozes  (collectives)  on  their  own  farm  gardens,  and  as 
milk,  butter,  meat,  wool,  etc.,  received  from  their  family  cows, 
pigs,  sheep,  etc. 

A  rise  of  33  per  cent  in  the  average  grain  yield  per  acre  is 
scheduled,  as  the  result  of  the  use  of  selected  seed,  eradication 
of  weeds,  clean  summer  fallow,  fall  plowing  for  spring  crops, 
improved  crop  rotation,  etc.4  The  use  of  manure  will  be  in- 
creased by  130  per  cent,  and  the  use  of  ground  phosphates 
extended  on  an  area  of  4,000,000  hectares  (superphosphates 
are  reserved  for  technical  crops).  As  the  sown  area  of  grain 
crops  will  be  increased  almost  5  per  cent  (the  wheat  area  by 
18  per  cent),  so  the  total  grain  production  will  increase  50 
per  cent  and  the  wheat  production  87  per  cent. 

To  achieve  a  rise  of  cotton  yield  per  hectare  60  per  cent 
(to  12.5  metric  centners  per  hectare  of  irrigated  land),  of  flax 
64  per  cent,  and  of  sugar  beets  67  per  cent  (to  200  metric 
centners  per  hectare,  which  is  the  norm  in  Eastern  European 
countries)  all  the  quantities  of  fertilizers  produced  by  the 
chemical  industry  are  concentrated  in  this  division  of  agri- 
culture. In  addition,  alfalfa  and  clover  are  to  be  extensively 
introduced  in  the  cotton  and  flax  crop  rotations.  Cultivating 
tractors,  now  produced  in  the  Putilov  works  in  Leningrad, 
will  be  introduced  on  a  mass  scale.  One  million  additional 
hectares  of  land  will  be  irrigated.  By  these  methods  the  gross 
production  of  raw  cotton  will  be  increased  60  per  cent,  of 
flax  67  per  cent,  and  of  beet  sugar  (which  is  now  backward 
in  technique)  by  more  than  300  per  cent. 

4  This  estimate  of  increase  is  based  on  normal  weather  conditions. 
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As  for  the  livestock  industry,  measures  have  been  devel- 
oped to  increase  the  number  of  livestock  and  especially  to 
develop  pig  raising  on  much  higher  levels  than  formerly.  By 
1937  the  number  of  horses  is  to  increase  11  per  cent,  of  cattle 
61  per  cent,  of  cows  28  per  cent,  of  sheep  and  goats  84  per  cent, 
and  of  pigs  274  per  cent.  The  two  good  harvests  of  1933  and 
1934  have  laid  a  sound  foundation  for  this  increase,  which 
actually  started  in  1933-34. 

Increase  in  agricultural  production  is  the  prerequisite  for 
an  increase  in  the  output  of  the  light  industries  and  of  the 
food-producing  industries.  At  the  same  time,  it  is  a  prerequisite 
for  a  radical  change  in  the  living  conditions  of  village  workers. 
It  provides  the  basis  for  the  elimination  of  all  remnants  of  the 
century-old  rural  pauperism  and  for  a  transformation  of  the 
Russian  peasant  into  a  "well-to-do  collective  farmer,"  in  ac- 
cordance with  Stalin's  famous  slogan.  This  will  be  achieved 
partly  by  a  rise  in  the  disbursements  in  cash  and  in  kind,  paid 
by  the  collectives  to  their  members  for  sharing  in  the  col- 
lective work.  It  will  be  achieved  also  by  livestock,  poultry, 
vegetable,  and  fruit  raising  on  a  private  basis  for  the  family 
needs.  The  second  Piatiletka  provides  for  an  increase  in  in- 
dividual holdings  of  cattle  from  26  million  to  45  million,  cows 
from  15.5  million  to  19  million,  sheep  and  goats  from  32  to 
53  million,  and  pigs  from  6  to  27  million.  Large  state  credits 
will  be  extended  for  this  purpose  to  the  members  of  kolkhozes, 
and  the  state  livestock  farms  are  required  to  help  the  farmers 
by  selling  them  calves  and  pigs. 


IV 

During  the  second  five-year  period  the  railroad  transpor- 
tation system  must  undergo  revolutionary  changes.  It  is  im- 
possible, of  course,  to  expand  and  reequip  in  five  years  to  a 
level  equal  to  that  of  the  United  States.  But  important  steps 
will  be  taken  in  both  directions,  and  the  lag  between  trans- 
portation and  the  general  rate  of  industrial  development  will 
be  fully  overcome. 

During  the  1933-37  period,  18,700,000,000  rubles  will  be 
invested  in  railroad  development.  With  these  funds   14,500 
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kilometers  of  new  railroad  lines  will  be  constructed  and  11,000 
kilometers  of  them  put  into  operation.  The  existing  railroads 
will  be  double-tracked  to  an  extent  of  9,500  kilometers.  The 
length  of  railroad  lines  in  operation  (not  counting  the  second 
tracks)  will  increase  to  94,000  kilometers.  This  will  be  the 
largest  railway  system  in  the  world,  excluding  that  of  the 
United  States,  and  will  equal  the  combined  length  of  the  Brit- 
ish and  German  railroad  systems. 

Twenty  thousand  kilometers  of  the  railways  will  be 
equipped  with  heavy  rails  of  the  types  I-A  and  II-A,  and  the 
roadbeds  will  be  reenforced  accordingly.  On  these  lines  power- 
ful, heavy  locomotives  and  big  freight  cars  will  be  used  pre- 
dominantly, and  great  speed  in  their  movement  can  be 
achieved. 

Five  thousand  kilometers  of  railways  will  be  electrified, 
and  the  U.S.S.R.  will  become  one  of  the  leading  countries  in 
railroad  electrification.  Two  thousand  kilometers  of  railways  in 
arid  regions  will  be  equipped  with  Diesel  locomotives  using 
no  water. 

To  the  existing  stock  will  be  added  7,700  steam  locomo- 
tives, 350  electric  locomotives,  and  250  Diesel  locomotives.  A 
great  part  of  the  locomotives  will  be  new  powerful  engines  of 
the  heavy-freight  and  passenger  type.  The  railroads  will  re- 
ceive 273,000  new  cars  (calculated  in  the  now  common  two- 
axle  type),  of  which  110,000  will  be  of  the  heavy  four-axle 
type.  Finally,  12,500  new  passenger  cars  will  be  added  to  the 
rolling  stock.  All  rolling  stock  will  be  equipped  with  automatic 
brakes,  and  half  of  it  with  automatic  coupling.  Block  signals 
will  be  introduced  on  nearly  9,000  kilometers  of  the  trunk 
railroad  lines,  in  addition  to  the  existing  600. 

To  insure  all  this  construction  and  reequipment,  14  mil- 
lion tons  of  rolled  products  (31  per  cent  of  their  whole  produc- 
tion in  1933-37)  will  be  delivered  to  the  railroad  department, 
as  compared  with  4,600,000  tons  in  192 8-1932.  This  figure  is  a 
vivid  illustration  of  the  importance  of  metallurgical  develop- 
ment to  railroad  reconstruction. 

A  series  of  large  repair  plants  and  smaller  repair  shops 
will  be  constructed  as  well  as  the  new  locomotive  and  car- 
producing  works  mentioned  above. 

It  is  interesting  to  note  where  the  most  important  new 


THE  SECOND  FIVE-YEAR  PLAN  IN  ACTION  103 

lines,  as  well  as  double  tracks  and  electrified  lines,  will  be 
located.  The  most  important  new  line,  which  will  be  built 
only  in  part  during  the  second  Piatiletka,  is  the  second  Trans- 
Siberian  line  running  from  the  Baltic  Sea  to  the  Pacific  Ocean 
by  a  northern  route  and  terminating  near  the  mouth  of  the 
Amur  River.  Only  the  eastern  part  of  this  line — between  the 
Pacific  and  Lake  Baikal — will  be  constructed  in  the  next  year. 
The  new  line  from  Magnitogorsk  to  the  newly  developed  coal 
basin  in  Karaganda  will  be  of  enormous  importance,  as  well 
as  the  electrified  line  Magnitogorsk-Ufa,  making  a  shorter  and 
easier  connection  between  the  Magnitogorsk  plant  and  the 
European  part  of  the  U.S.S.R.  The  extension  of  the  railroad 
from  Karaganda  to  Lake  Balkhash  will  open  up  a  new  copper- 
mining  region  for  railroad  traffic.  The  Gorky-Kazan  line  is 
simply  the  creation  of  a  new  straight  and  short  connection 
between  Moscow  and  Siberia. 

Leaving  aside  other  very  important  new  lines,  we  can 
only  mention  the  most  important  second-track  construction 
projects,  which  are,  first,  completion  of  a  double-track  line 
through  Siberia  to  Vladivostok,  to  be  accomplished  before 
1937  ;  second,  the  construction  of  another  track  between  Vyatka 
and  Sverdlovsk,  transforming  the  western  annex  to  the  Trans- 
Siberian  railroad  into  a  double-track  line;  and,  third,  con- 
struction of  a  second  track  on  a  line  connecting  Moscow  and 
the  Donetz  coal  basin  and  running  to  the  east  of  Kharkov. 
This  last,  in  connection  with  the  radical  reconstruction  of  the 
existing  line,  will  form  a  second  Moscow-Donetz  Basin  trunk 
line,  in  addition  to  the  existing  Moscow-Kharkov-Donetz-Ros- 
tov  route. 

Railroad  electrification  will,  at  first,  cover  a  part  of  this 
last-named  route  (Moscow-Rostov),  namely,  the  part  running 
from  Kharkov  through  the  Donetz  Basin  to  Rostov.  Second, 
a  cross  route  to  the  first  mentioned  route  will  run  from  the 
left  shore  of  the  Dnieper  through  the  Donetz  Basin  to  Stalin- 
grad. This  line  will  connect  the  iron  mines  situated  over  the 
Dnieper  with  the  coal  mines  of  Donetz,  on  the  one  hand,  and 
the  Donetz  metallurgical  plants  with  the  machine-building 
plants  of  Stalingrad  on  the  other.  A  third  important  electrified 
route  will  be  the  Transcaucasian  railroad,  running  from  a  sta- 
tion east  of  Tiflis  to  the  Black  Sea  shore.  A  part  of  this  moun- 
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tain  road  is  already  electrified.  Fourth,  the  entire  Perm-Sverd- 
lovsk mountain  line  (Ural  Mountains)  will  be  electrified.  And, 
last,  the  most  northern  railway  in  the  U.S.S.R.,  the  Murmansk 
(Northern  Ocean) -Kandalaksha  (White  Sea)  route,  will  re- 
ceive electrical  equipment.  In  addition,  all  suburban  railroads 
around  Moscow,  Leningrad,  and  Kharkov  will  be  electrified 
within  a  radius  of  25-50  kilometers,  and  all  the  chief  health 
resorts  situated  on  the  slopes  of  the  Caucasus  Mountains  will 
have  electrical  railroad  connections. 

This  railroad  reconstruction  plan  assures  a  great  increase 
in  transportation  facilities,  so  that  a  rise  of  77  per  cent  in  the 
traffic  turnover  will  be  easily  accomplished. 

Lack  of  space  prevents  me  from  outlining  the  plans  for 
the  development  of  waterways  (among  others,  the  big  con- 
struction work  of  the  Volga-Moscow  Canal  which  has  already 
been  started  and  is  progressing  rapidly,  as  well  as  the  con- 
struction of  the  Volga-Don  Canal),  maritime  facilities,  auto- 
mobile roads  and  automobile  transportation,  and  aviation. 
River  traffic  is  to  be  increased  by  141  per  cent,  traffic  by  sea 
by  1.8  times,  automobile  traffic  by  14  times,  and  postal-aviation 
traffic  by  more  than  150  times. 


The  changes  in  the  material  conditions  of  the  working 
population  were  partly  outlined  above.  An  increase  in  the  real 
wages  of  industrial  workers,  as  well  as  in  the  real  income  of 
collective  farmers,  more  than  100  per  cent  is  the  fundamental 
point  of  this  development.  The  increase  in  real  wages  must 
correspond  to  a  63  per  cent  rise  in  the  productivity  of  labor 
in  industry,  43  per  cent  in  transportation,  and  75  per  cent  in 
the  building  industry.  The  basis  for  this  will  be  provided  by 
the  complete  reconstruction  of  productive  processes  and  by  the 
growth  of  collective  discipline  and  social  activity  among  the 
workers. 

This  rise  in  mass  consumption  will  be  accompanied  by  a 
change  in  the  methods  of  supplying  workers  and  peasants  with 
consumption  goods.  Private  trade  has  already  died  out  in  the 
U.S.S.R.  But  in  the  transition  period  from  partly  private  trade 
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to  fully  socialized  trade,  from  individual  peasant  agriculture 
to  socialized  large-scale  agriculture,  the  distribution  of  primary 
and  essential  goods  had  to  be  strictly  regulated,  and  a  card 
system  of  distribution  through  closed  cooperative  stores  had 
to  be  introduced. 

This  system  will  be  abolished  January  1,  1935,  and  a 
transition  to  normal  trading  in  consumption  goods  must  then 
be  carried  out.  This  normal  trade  will  be  conducted  by  co- 
operative and  state  stores  only.  A  system  of  socialized  com- 
merce must  be  fully  developed.  Likewise,  if  the  patronage  of 
public  restaurants  is  to  be  increased  to  the  enormous  figure 
of  32.3  million  persons  in  the  cities  (73.2  per  cent  of  the  entire 
city  population,  with  the  exception  of  infants)  and  to  6.6  mil- 
lion persons  in  the  rural  communities,  as  provided  in  the  plan, 
a  normal  commercial  trading  must  become  the  leading  principle 
of  these  restaurants'  operations. 

The  conditions  of  the  working  masses  will  be  improved 
not  only  by  increased  goods  consumption.  Their  housing  con- 
ditions will  be  materially  improved.  As  against  the  4  billion 
rubles  invested  in  dwelling  construction  during  the  first  Pia- 
tiletka,  13.4  billion  rubles  will  be  spent  for  this  purpose. 
Housing  facilities  will  increase  by  one-third  and  the  per  capita 
square  area  of  dwelling  rooms  will  increase  by  1 5  per  cent. 

Seven  billion  rubles  will  be  spent  on  municipal  works.  The 
number  of  water-pipeline  and  sewage  systems  in  the  cities  will 
be  trebled  and  quadrupled  so  that  every  town  with  a  popula- 
tion of  more  than  10,000  to  15,000  will  have  a  pipeline  water- 
supply  system  and  every  city  with  50,000  inhabitants  will 
have  a  modern  sewage  system.  Development  of  tramway, 
trolley-bus,  and  autobus  transportation,  the  construction  of 
public  baths  and  swimming  pools,  etc.,  will  have  a  real  effect 
on  the  improvement  of  material  conditions  of  the  workers. 
The  construction  of  the  first  subway  in  Moscow  (to  be  opened 
January,  1935)  will  be  of  great  aid  to  the  working  population 
of  the  metropolitan  city  of  the  U.S.S.R. 

The  improvement  in  material  conditions  must  be  accom- 
panied by  an  extensive  improvement  in  cultural  conditions. 
A  large-scale  further  development  of  the  system  of  clubs,  pub- 
lic libraries,  theaters,  cinema  houses,  kindergartens,  etc.,  in 
cities  and  villages,  will  take  place  under  the  second  Piatiletka. 
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Universal  compulsory  education  for  the  elementary  schools 
was  realized  in  the  U.S.S.R.  during  1931-32.  The  new  big 
problem  in  this  field  is  the  introduction  of  universal  com- 
pulsory high-school  education,  which  does  not  exist  in  any 
country  in  the  world  and  will  be  realized  in  the  latter  part 
of  the  second  five-year  period.  It  has  been  mentioned  above 
that  in  the  U.S.S.R.  50  million  people  were  engaged  in  some 
form  of  learning  in  the  year  1932.  The  U.S.S.R,  is  now  making 
a  second  decisive  step  toward  the  abolition  of  all  distinction  be- 
tween the  manual  and  the  intellectual  worker,  between  the  so- 
called  educated  and  the  non-educated  classes.  The  new,  growing 
generation  will  consist  of  men  and  women  who  have  all  had 
an  equal  mental  training  and  who  will  have  an  Open  Sesame 
to  all  the  resources  of  modern  culture. 

In  conclusion,  mention  must  be  made  of  how  this  tremen- 
dous program  of  technical,  social,  and  cultural  reconstruction 
is  to  be  financed.  Of  the  120  billion  rubles  spent  on  capital 
investments  and  current  expenses  during  the  first  Piatiletka  75 
per  cent  were  drawn  from  the  accumulations  of  the  socialized 
industries  and  means  of  transportation  themselves,  only  18  per 
cent  from  the  individual  incomes  of  the  population  (by  taxes 
and  loans),  and  7  per  cent  from  other  sources.  In  the  second 
five-year  period,  when  the  financial  plan  (including  not  only 
the  state  and  local  budgets  but  also  the  credit  system)  is  in- 
creased to  341  billion  rubles  for  all  expenses  during  the  five 
years,  77  per  cent  will  be  taken  from  economic  accumulations 
and  only  13  per  cent  from  individual  incomes.  The  socialized 
economy  of  the  U.S.S.R.  will  produce,  to  an  enormous  extent, 
its  own  capital  investment  and  operating  funds,  and  the  mobili- 
zation of  the  population's  individual  resources  has,  in  effect, 
the  moral  significance  of  general  material  participation  in  the 
enormous  reconstruction  work,  especially  for  those  who  do  not 
participate  in  it  by  labor  efforts. 

This  is  a  general  summary  of  the  second  five-year  plan,  in 
the  outlining  of  which  many  important  and  interesting  details 
had  necessarily  to  be  omitted.  I  hope  that  its  chief  features 
have  been  set  forth  here  with  some  degree  of  clarity. 
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Fulfilling  the  Plan  in  the  First  Two  Years  of  Its  Operation 


In  the  last  part  of  this  report,  an  outline  of  the  results 
achieved  on  the  basis  of  the  second  Piatiletka  during  its  first 
two  years  will  be  given. 

For  judging  the  results  of  industrial  production,  we  have 
at  our  disposal  data  for  the  full  year  1933  and  for  the  first 
nine  or  ten  months  and  partly  the  first  eleven  months  of  1934. 
Estimates  for  the  whole  year  1934  can  be  calculated  on  this 
basis  with  a  fair  degree  of  accuracy. 

The  increase  in  the  gross  value  of  production  of  the  four 
leading  industrial  departments  (heavy  industries,  light  indus- 
tries, food  industries,  and  Flour  Mills  Department)  was  6.4 
per  cent  in  the  year  1933.  The  plan  provided  just  that  rate  of 
increase.  Such  a  moderate  ratio  was  planned  because  relatively 
unfavorable  conditions  in  the  first  year  of  the  Piatiletka  were 
anticipated :  diversion  of  a  part  of  the  industrial  resources  for 
necessary  preparation  against  the  war  danger,  a  relatively  poor 
harvest  of  cotton  in  1932,  and  a  poor  harvest  of  sugar  beets  in 
the  same  year.  For  1934  a  compensating  increase  by  20.7  per 
cent  was  planned.  The  data  for  the  first  nine  months  show  that 
an  increase  of  20.2  per  cent  has  actually  occurred,  which  can 
be  taken  as  an  index  of  the  probable  complete  realization  of 
the  planned  ratio  of  increase. 

Turning  to  the  key  industries,  we  find  that  coal  production 
increased  18.4  per  cent  in  1933,  that  is,  to  76,600,000  tons.  In 
1934,  82.7  million  tons  (not  including  the  output  of  the  small 
cooperative  mines)  were  produced  during  the  first  eleven 
months.  As  at  least  8  million  tons  were  produced  in  December 
and  at  least  2,000,000  tons  more  have  to  be  added  for  small- 
mine  production,  we  get  a  probable  figure  of  at  least  93  million, 
possibly  94  million,  for  the  year.  This  is  an  increase  of  22-23 
per  cent  during  a  year  and  very  close  to  the  planned  schedule 
of  96.6  million  tons.  Altogether,  during  the  last  two  years 
coal  production  has  increased  by  approximately  45  per  cent. 

In  regard  to  metallurgy,  the  situation  is  very  clear.  Pig- 
iron  production  increased  15.6  per  cent,  steel  production  15.4 
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per  cent,  and  rolled-steel  production  by  14.9  per  cent  in  1933. 
Last  year  a  new,  tremendous  increase  occurred,  with  great 
changes  in  metallurgy.  Data  for  eleven  months  show  that  an 
overfulfillment  of  the  plan  for  pig-iron  and  rolled-steel  products 
is  almost  assured,  and  that  a  98  per  cent  fulfillment  of  the 
planned  production  of  steel  is  very  probable.  This  means  a 
production  of  10.5  million  tons  of  pig  iron,  9.6  millions  tons 
of  steel,  and  more  than  6.6  million  tons  of  rolled  products.  The 
rates  of  increases  during  one  year  accordingly  are:  pig  iron 
47  per  cent,  steel  40  per  cent,  and  rolled  products  34  per  cent. 
In  the  last  two  years  the  increases  were  respectively  70  per 
cent,  84  per  cent,  and  54  per  cent.  This  is  a  wholly  unprece- 
dented development  and  is  a  rewarding  result  of  all  the  diffi- 
cult construction  and  organization  work  carried  through  during 
the  first  Piatiletka.  The  U.S.S.R.  has  become  in  1934  the  sec- 
ond country  in  the  world  in  pig-iron  production  and  has  every 
chance  to  reach  the  same  position  next  year  in  steel  and  rolled 
products. 

There  was  a  time  when  many  people  in  America  doubted 
whether  the  new  Soviet  tractor  plants  would,  in  general,  be 
put  into  operation.  In  1934,  84,400  tractors  have  already  been 
produced,  and  by  the  end  of  the  year  their  number  will  be 
increased  approximately  8,000  units.  So  92,000  tractors  were 
manufactured,  as  compared  to  78,300  units  in  the  previous 
year.  The  new  Chelyabinsk  plant  is  only  in  the  first  stages  of 
its  development.  It  is  just  for  this  reason  that  we  have  said 
above  that  the  program  of  agricultural  mechanization  is  fully 
assured. 

The  data  for  eleven  months  in  1934  show  that  a  full  re- 
alization of  the  automobile  program  of  72,000  cars  and  trucks 
is  assured.  This  means  an  increase  of  45  per  cent  during  the 
year,  bringing  the  U.S.S.R.  to  the  fourth  place  in  Europe  for 
automobile  production. 

A  large  or  fairly  good  increase  also  occurred  during  the 
first  nine  months  of  1934,  in  comparison  with  the  same  months 
of  1933.  Locomotives  increased  21  per  cent,  machine  tools  more 
than  10  per  cent,  sulphuric  acid  22  per  cent,  freight  cars  22 
per  cent,  superphosphates  28  per  cent,  matches  27  per  cent, 
paper  12  per  cent,  rubbers  6  per  cent,  house  furniture  31  per 
cent,  linen  cloth  12  per  cent,  silk  cloth  20  per  cent,  flour  20 
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per  cent,  packed  meat  15  per  cent,  canned  goods  14  per  cent, 
etc.  Soviet  industry  as  a  whole  is  rising  rapidly  and  striding 
toward  the  fulfillment  of  its  second  five-year  plan. 


II 

This  is  partly  a  result  of  two  good  harvests,  the  record 
harvest  of  1933  and  the  very  good  harvest  of  1934,  the  general 
extent  of  which  was  outlined  above.  While  in  the  latter  year, 
there  were  certain  regions  yielding  a  relatively  poor  harvest, 
especially  in  the  extreme  south  of  the  U.S.S.R.,  this  happened 
in  precisely  those  provinces  which  reaped  an  unprecedented 
crop  last  year  and  whose  resources,  therefore,  are  ample.  And  in 
the  republics  of  Central  Asia  and  on  the  east  shore  of  the  Volga, 
where  an  extremely  low  harvest  occurred  in  1933,  the  crop 
yield  last  year  was  of  unprecedented  size.  All  of  Siberia  had 
an  excellent  harvest  last  year,  as  did  the  Central  Volga  region. 
The  Kuban  River  zone  had  a  very  good  harvest,  and  so  did 
the  former  central  "black  earth"  region  and  all  the  so-called 
consuming  provinces.  Thus  the  Soviet  Union  for  a  second  year 
has  plenty  of  grain,  and  this  gave  the  basis  for  abolishing  the 
bread-rationing  system. 

This,  and  the  marked  successes  in  the  organization  of  col- 
lective and  state  farms,  were  the  reasons  for  an  increase  in 
livestock  which  manifested  itself  last  year  for  the  first  time 
since  1928.  The  July,  1934,  census  of  livestock  demonstrated 
that  only  the  number  of  horses  once  more  declined,  although 
only  5.8  per  cent  (while  in  1933  it  decreased  16  per  cent). 
But  the  number  of  young  horses  under  one  year  of  age  in- 
creased 40  per  cent  in  collective  farms  and  individual  peasant 
holdings.  This  is  the  first  time  since  1928  that  such  an  in- 
crease— one  of  tremendous  size — occurred.  A  bright  prospect 
for  the  next  years  is  created  by  this  increase. 

An  increase  of  10.4  per  cent  in  cattle  occurred,  while  the 
number  of  cows  remained  unchanged.  An  increase  of  3.4  per 
cent  in  the  number  of  sheep  and  goats,  and  43.9  per  cent  in 
the  number  of  pigs  during  a  single  year  constitute  other  sides 
of  the  picture.  Taking  into  consideration  that  last  year  the 
census  data  were  not  so  full  as  this  year,  we  can  assume  that 
the  number  of  sheep  increased  2.5  per  cent  and  pigs  40  per 
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cent.  These  data  are  signs  of  recovery  manifesting  itself  in  the 
livestock  industry. 

As  a  result  of  the  growing  mechanization  of  agriculture 
and  the  improved  organization  of  collective  farming,  the  au- 
tumn agricultural  operations  were  carried  through  with  still 
better  success  than  in  1933.  This  may  be  illustrated  by  the 
number  of  hectares  prepared  by  fall  plowing  for  the  spring 
crop  of  1935.  While  in  1932  this  figure  amounted  to  24,200,000 
hectares  and  increased  to  28,900,000  in  1933,  in  1934  it  reached 
a  level  of  40,300,000  hectares,  an  increase  of  two- thirds  in  com- 
parison with  the  last  year  of  the  first  Piatiletka.  And  fall 
plowing  for  spring  crops,  as  every  American  and  every  Soviet 
farmer  knows,  is  an  excellent  method  for  increasing  crop  yields 
and  protecting  them  from  drought  in  semi-arid  regions. 

So  we  are  justified  in  saying  that  in  the  last  two  years  a 
marked  rise  in  Soviet  agriculture  has  occurred.  We  can  say, 
with  Stalin,  that  the  grain  problem  of  the  U.S.S.R.  is  solved 
and  that  the  solution  of  the  livestock  problem  is  under  way. 

Railroad  transportation,  which  lagged  behind  in  its  devel- 
opment during  the  first  Piatiletka,  especially  during  the  years 

1932  and  1933,  improved  during  1934.  Complaints  of  the  lack 
of  cars  for  transportation  of  commercial  goods  subsided  as 
the  data  on  freight-car  loadings  rose.  In  September,  1932,  the 
average  day  loading  of  bulk  freight  was  52,500  cars,  and  in 

1933  it  amounted  to  54,100 ;  in  September,  1934,  it  had  risen 
to  57,000.  The  great  successes  of  coal  mining,  metallurgy,  ma- 
chine-building, and  light  industries  could  not  have  been  re- 
alized without  this  improvement  in  transportation. 

So  the  three  leading  divisions  in  national  economy  are 
making  progress  toward  the  fulfillment  of  the  plan.  The  prog- 
ress in  railroad  transportation  was  the  least  accentuated,  and 
the  tempo  of  development  here  was  relatively  slow.  But  it 
must  be  remembered  that  the  technical  reconstruction  of  the 
railroads  began  on  large  scale  only  in  1934  when  ample  supplies 
of  rolled  products,  especially  rails,  were  delivered  to  the  rail- 
road department.  Therefore,  a  satisfactory  acceleration  of  the 
tempo  of  railroad  development  can  be  expected  not  only  this 
year,  but  still  more  so  in  1936.  Great  efforts  and  attention 
are  now  concentrated  on  this  field. 
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To  conclude,  I  wish  to  point  out  two  things.  First,  that  the 
U.S.S.R.,  becoming  the  greatest  industrial  country  in  Europe, 
has  no  other  aim  in  its  foreign  relations  than  a  peaceful  growth 
of  economic  and  cultural  connections.  The  U.S.S.R.  is  reaching 
a  stage  when  it  can,  by  its  own  means,  meet  nearly  all  its 
needs.  But  the  leaders  of  the  Soviet  working  class  are  good 
enough  economists  to  know  that  a  highly  developed  industrial 
country  can  better  meet  its  needs  and  make  faster  progress 
with  the  help  of  an  international  exchange  of  goods  and  serv- 
ices. The  U.S.S.R.  has  reached  economic  independence  and  is 
not  obliged  to  seek  assistance  abroad.  But  the  U.S.S.R.  does 
not  seek  to  become  an  economic  autarchy  and  does  not  con- 
sider this  to  be  a  sound  policy.  So  a  development  of  economic 
interrelations  is  desired  on  the  basis  of  full  equality  and  mu- 
tual interests. 

Secondly,  such  a  broad  development  of  economic  inter- 
relations is  the  best  guaranty  for  maintaining  peace.  Although 
we  are  prepared  to  meet  every  emergency,  if  our  borders  would 
be  attacked,  we  desire  nothing  more  than  a  steady  and  un- 
disturbed peace. 

The  working  class  can  only  lose  in  a  war  and  can  gain 
nothing.  The  only  real  gains  it  can  make  are  to  be  reached  by 
its  own  efforts,  and  not  by  exploiting  some  one  else.  Not  only 
should  we  lose  in  a  war  millions  of  our  best  youth  enthusias- 
tically striving  for  a  better  human  society,  but  we  should  also 
lose  enormous  masses  of  material  resources  and  the  most  valu- 
able possession — time.  Three  years  more  are  necessary  to 
achieve  the  great  goals  we  have  laid  down  in  our  second  five- 
year  plan.  And  more  and  more  five-year  periods  are  necessary 
to  build  up  high  and  higher  the  edifice  of  a  classless  society. 
Life  is  too  short  for  every  one  of  us  in  comparison  with  what 
we  wish  to  achieve,  shoulder  to  shoulder  in  the  ranks  of  the 
great  army  of  labor.  Therefore,  our  most  eager  desire  is  to 
sustain  peace,  and  the  representatives  of  the  working  class  are 
the  most  ardent  practical  fighters  for  peace. 

The  only  thing  I  could  ask  all  friends  of  the  U.S.S.R. 
abroad  is  to  help  us  in  this  effort  for  international  peace,  and 
by  that  support  help  us  to  fulfil  the  great  work  we  have  under- 
taken. 
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CHAPTER  VI 

PLANNING  PUBLIC  WORKS 


DAVID  CUSHMAN  COYLE 


PUBLIC  WORKS  planning  occurs  on  many  different  levels, 
from  the  assignment  of  pick-and-shovel  men  up  to  the  formu- 
lation of  a  national  budget.  The  lower  planes  of  planning  are 
mainly  concerned  with  engineering  problems.  They  include  the 
detailed  design  of  a  specific  job  such  as  a  dam  or  a  bridge,  the 
preparation  of  working  drawings  and  time  schedules,  and  the 
allocation  of  work  to  contractors  and  individuals.  In  these  en- 
gineering planes,  the  technique  of  planning  has  been  well 
developed ;  competent  specialists  are  available,  and  there  is  no 
problem  in  regard  to  the  general  methods  of  procedure. 

Above  the  strictly  physical  planning  is  the  lower  plane  of 
economic  planning,  where  the  decisions  are  made  as  to  whether 
to  proceed  with  the  job,  and  as  to  who  shall  pay  the  bills. 
Thus  a  city  council  may  decide  to  go  ahead  with  street  paving, 
and  the  court  may  validate  a  schedule  of  assessments  against 
property  owners.  Or  a  body  of  voters  may  authorize  a  bond 
issue  for  a  school,  to  be  paid  from  general  taxes.  The  plans  in 
this  level  are  concerned  with  the  exercise  of  sovereignty  or 
ownership,  and  are  analogous  to  the  decision  of  a  club  to 
build  a  new  clubhouse.  The  motives  governing  such  decisions 
are  generally  non- technical,  and  start  with  desire  for  benefits  or 
fear  of  loss,  proceeding  through  acceptance  of  technical  advice 
to  final  decision  and  granting  of  the  power  to  act.  It  is  notable 
that  detailed  engineering  plans  do  not  generally  appear  until 
a  late  stage  of  the  proceedings.  The  owner,  that  is,  the  club 
or  municipality,  cannot  generally  be  sold  a  completed  plan, 
because  the  exact  form  of  the  final  plan  is  dependent  on  fac- 
tors of  desire  that  will  appear  during  the  discussion.  The  power 
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to  act  must  ordinarily  precede  any  detailed  study  of  the  plan 
of  action.  Thereafter,  the  club  or  voting  body  is  usually  repre- 
sented by  a  building  committee  of  some  kind,  to  which  the 
technicians  refer  the  detailed  problems  that  arise  as  the  de- 
sign progresses,  for  decisions  involving  policy.  The  building 
committee  represents  the  wishes  of  the  owner  or  sovereign, 
to  which  the  technical  design  is  expected  to  conform  so  far 
as  possible.  These  relationships  are  commonplace  in  the  build- 
ing operations  of  institutions  and  local  governments,  but  as 
the  planning  procedure  extends  to  the  larger  areas  of  action, 
the  relation  of  the  owner  to  the  technician  is  apt  to  become 
obscured. 

The  purpose  of  planning  is  to  direct  the  operations  in  such 
a  way  that  the  owners  will  be  satisfied  with  the  results.  Public 
works  planning  is  extending  itself  beyond  the  local  job  to  the 
nation  as  a  whole,  because  the  people  of  the  nation  as  a  whole 
are  feeling  certain  desires  and  fears,  to  meet  which  various 
large-scale  public  operations  seem  to  be  required.  The  main 
criterion  of  a  successful  plan  is  the  satisfaction  of  the  sover- 
eign— of  that  portion  of  the  voting  public  that  actually  exer- 
cises the  right  of  decision  on  public  policies.  Supplementary 
criteria  may  be  cherished  by  those  who  actually  make  the 
plans,  but  they  are  held  only  by  sufferance.  Thus,  the  engi- 
neer likes  to  build  substantially,  the  architect  likes  to  embody 
his  own  idea  of  beauty  and  fitness,  the  politician  likes  to  get 
his  name  on  the  cornerstone,  and  the  financier  likes  to  get  as 
large  a  rake-off  as  possible.  But  the  public  is  the  owner,  and 
will  have  the  last  word,  in  so  far  as  it  is  interested.  A  success- 
ful plan  is  one  that  gives  the  public  not  what  it  wants  at  first, 
but  what  it  will  want  after  it  gets  it.  Thus,  the  Administrator 
of  the  National  Public  Works  Program  refused  to  give  the 
public  speed  when  the  public  wanted  speed,  and  he  took,  more 
or  less  calmly,  all  the  consequent  brickbats.  But  later  it  ap- 
peared that  he  was  giving  the  public  an  honest  building  pro- 
gram, which  was  what  the  public  really  wanted,  and  so  his 
last  state  was  better  than  his  first.  An  important  feature  of 
planning  consists  in  knowing  how  far  one  can  go  in  providing 
what  the  public  will  approve  later  on,  without  being  thrown 
out  of  office  and  deprived  of  the  power  to  act. 

In  Washington  the  Federal  planning  function  will  consist 
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essentially  in  forming  a  picture  of  the  public-works  program 
as  a  whole,  and  in  coordinating  the  program  within  itself  and 
orienting  it  to  the  national  life.  The  plans  for  internal  co- 
ordination constitute  the  lower  planes  of  planning:  those  for 
coordinating  public  works  with  general  national  policy  are 
the  higher  or  more  abstract  planes. 

The  engineering  planes  of  national  public  works  planning 
are  similar  in  character  to  those  of  any  large  engineering  op- 
eration. At  the  top  are  the  physical  objectives:  to  control 
floods,  to  prevent  soil  erosion,  to  provide  a  desired  standard  of 
highway  construction,  to  eliminate  grade  crossings,  and  so  on. 
When  there  are  physical,  conflicts  among  these  various  ob- 
jectives, a  solution  of  such  conflicts  also  becomes  an  objective. 
In  the  Tennessee  Valley,  the  building  of  the  Norris  Dam  cuts 
off  various  highways,  which  must  be  relocated.  The  relocation 
has  to  be  planned  so  as  not  to  cross  territory  that  will  be 
flooded  by  future  dams,  as  well  as  to  conform  to  plans  for 
land  use  and  industrial  development.  The  network  of  complex 
interrelations  that  appears  as  soon  as  public  works  begin  to 
be  numerous  and  large  in  size  is  similar  to  the  network  of 
services  that  underlies  the  streets  of  New  York,  and  it  will 
in  time  come  to  exhibit  the  same  tendency  to  overcomplexity 
and  delicacy.  An  important  feature  of  central  engineering 
planning  will  be  the  treatment  of  this  delicacy  as  a  factor  in 
itself,  with  the  design  of  methods  to  limit  liability  for  failure 
of  adjustment,  provide  against  cumulative  types  of  disaster, 
and,  in  particular,  keep  the  range  of  activity  somewhere  within 
the  possible  limits  of  human  understanding. 

Below  the  central  plan,  which  will  deal  with  far-flung 
groups  of  projects,  lies  the  regional  or  state  level  of  planning 
where  projects  are  handled  in  greater  detail.  Between  the 
states  and  the  Federal  Government  there  are  beginning  to 
appear  regional  governments,  the  functions  and  powers  of 
which  are  as  yet  not  clearly  defined.  In  the  control  of  water 
resources,  for  example,  it  is  evident  that  local  projects  along 
the  whole  course  of  a  drainage  system  may  influence  each 
other.  Practically  all  important  rivers  are  interstate.  The  use 
of  water  in  one  state  affects  its  use  in  another.  The  states  are 
sovereign  powers,  and  their  conflicts  have  normally  been 
taken  to  the  Supreme  Court,  which  may  be  obliged  to  decide 
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questions  that  can  have  no  sensible  answer,  in  the  absence  of  a 
plan  for  the  river  as  a  whole.  In  theory,  the  states  can  settle 
such  matters  by  an  interstate  compact,  with  the  consent  of 
Congress,  but  in  practice  such  compacts  usually  fail  of  adop- 
tion. Everything  indicates  the  need  for  general  river  plans. 

A  regional  plan  for  water  use  is  primarily  an  engineering 
problem,  but  it  involves  considerations  that  are  legal  and 
political.  For  instance,  if  the  stream  is  used  to  carry  away 
sewage  or  industrial  wastes,  the  lower  stretches  are  polluted 
and  rendered  useless  for  drinking  or  recreation.  If  water  is 
drawn  off  for  irrigation,  it  may  not  return  to  the  stream,  and 
other  uses  may  be  precluded.  The  power  to  decide  upon  the 
allocation  of  water  as  between  conflicting  states  rests  more  or 
less  with  the  Supreme  Court,  but  the  actual  administration  of 
a  rational  plan  will  require  an  extension  of  certain  legal 
powers  to  regional  authorities.  How  such  powers  may  be  estab- 
lished is  not  yet  certain,  but  probably  they  will  derive  from 
an  extension  of  various  Federal  functions — use  of  public  lands, 
protection  of  public  health,  etc.  The  Federal  control  of  navi- 
gable waters  may  perhaps  be  extended  to  all  tributary  waters, 
the  diversion  of  which  does  or  might  affect  the  flow  of  rivers. 
In  certain  cases,  notably  in  those  of  the  Colorado  and  Rio 
Grande,  the  treaty  power  may  be  used  to  implement  an  inter- 
national planning  body  whose  decisions  will  bind  the  states. 
Such  a  body  now  exists  for  the  northern  border  rivers. 

Allocation  of  water  as  between  conflicting  uses,  such  as 
recreation  or  power  development,  becomes  a  sociological  or 
political  question.  The  voters  have  a  right  to  choose  whether 
they  would  rather  look  at  a  Niagara  or  have  more  electric 
power,  and  the  duty  of  the  planning  authority  is  to  ascertain 
and  meet  the  desires  of  the  effective  public,  with  as  much 
weighting  of  the  scales  by  the  authority's  own  preference  as 
it  can  get  away  with.  Here,  again,  the  principle  emerges  that 
there  is  ultimately  no  criterion  of  planning  that  outranks  the 
criterion  of  ultimate  human  satisfactions.  And  the  judgment 
of  what  is  meant  by  ultimate  is  human,  too. 

For  other  types  of  public  works  than  those  concerned 
with  water  use,  the  regions  of  necessary  coordination  do  not 
as  a  rule  coincide  with  the  river  basins.  Roads,  schools,  forests, 
soil  erosion,  electric-power  distribution,  public  buildings,  and 
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national  defense,  all  have  geographical  distributions  peculiar 
to  themselves.  In  many  kinds  of  work,  however,  the  geo- 
graphical boundaries  of  regions  are  not  imperatively  deter- 
mined by  natural  features.  There  is  now  a  tendency  to  think 
of  political  regions  made  up  of  groups  of  states,  perhaps  center- 
ing in  the  various  metropolitan  areas,  and  taking  over,  in  a 
more  or  less  Procrustean  way,  a  large  number  of  miscel- 
laneous functions.  Whether  the  various  national  operations, 
from  the  Federal  Reserve  to  the  Office  of  Education,  will 
gradually  assimilate  their  regional  areas  into  a  single  set  of 
definite  regional  governments,  is  still  highly  uncertain.  The 
tendency  to  think  in  regional  terms  is,  however,  apparent,  and 
with  the  development  of  the  Tennessee  Valley  experiment, 
this  tendency  may  be  expected  to  take  more  definite  form. 

Aside  from  direct  Federal  activities  done  on  Federal 
property,  the  bulk  of  public  work  will  probably  continue  to  be 
done  by  local  or  state  agencies,  more  or  less  in  conformity 
with  the  national  plan.  The  extent  to  which  the  national  pic- 
ture can  be  or  should  be  imposed  upon  non-Federal  operations 
will  depend  upon  several  considerations.  Local  public  works 
are  usually  of  benefit  to  the  people  of  the  locality,  though  there 
are  obvious  exceptions  such  as  a  water-supply  reservoir  which 
may  destroy  whole  villages,  and  which  is  built  and  paid  for 
by  a  distant  city.  Usually,  however,  certain  definite  interests, 
either  near  or  far,  are  directly  benefited,  and  the  extent  of  the 
benefits  can  be  estimated  by  the  engineers.  Usually  the  costs 
are  assessed,  either  by  contract  or  by  the  court,  upon  the 
interests  that  receive  tangible  benefits  from  the  project,  and 
it  is  a  general  engineering  criterion  of  economic  soundness  that 
the  tangible  benefits  must  exceed  the  cost. 

From  the  national  point  of  view,  however,  the  criterion  of 
tangible  benefits,  as  well  as  the  assessment  of  costs  in  propor- 
tion to  such  benefits,  may  require  modification  in  considera- 
tion of  overhead  national  interests.  The  nation  as  a  whole  is 
interested  negatively  in  a  sewer  system  that  benefits  a  city 
but  pollutes  a  river,  or  in  a  levee  system  that  protects  farm 
lands  from  floods  and  increases  the  floods  at  some  point 
farther  down  the  river.  The  nation  is  interested  positively  in  a 
general  flood-control  project  that  provides  protection  to  inter- 
state commerce,  freedom  from  relief  demands  upon  the  Red 
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Cross  or  the  national  treasury,  and  improvements  in  public 
health  and  convenience.  The  intangible  benefits  may  be  eco- 
nomic or  sentimental,  but  in  any  case  they  are  real  if  the 
nation  is  willing  to  exercise  its  authority  or  pay  money  in 
order  to  obtain  them,. 

An  important  feature  of  the  intangible  national  interest 
is  the  question  whether  it  is  particular  and  imperative  or 
general  and  casual.  When  immediate  and  specific  action  must 
be  taken  to  save  life  or  property  from  destruction,  the  Federal 
Government  or  any  other  authority  can  assume  dictatorial 
powers,  and  its  powers  will  be  validated  by  popular  approval. 
But  in  many  cases  there  is  no  imperative  necessity  for  insisting 
on  exact  and  immediate  conformity  to  a  national  plan.  In 
public  health,  for  instance,  or  education,  or  soil-erosion  con- 
trol, the  desire  of  the  central  government  will  be  to  obtain  a 
large  total  of  achievement,  but  a  hundred  per  cent  success  is 
not  to  be  expected.  A  backward  locality  can  be  allowed  a 
certain  freedom  to  remain  backward,  so  long  as  it  does  not 
fatally  interfere  with  others.  The  right  of  a  locality  to  stew 
in  its  own  juice,  like  the  right  of  an  individual,  is  valuable  in 
itself,  as  far  as  the  common  interests  will  permit.  There  do 
occur  cases  where  the  peculiar  community,  like  the  peculiar 
individual,  turns  out  to  have  been  right  after  all.  Accordingly, 
the  justifiable  use  of  Federal  compulsion  will  depend  not  only 
upon  legal  factors,  but  upon  the  relative  degree  of  necessity 
for  immediate  and  unanimous  action. 

Indirectly,  the  Federal  Government  can  exercise  pressure 
upon  states  and  communities  for  action  in  accord  with  national 
plans.  A  national  plan  is  more  than  the  sum  of  all  the  several 
projects  that  are  its  parts.  Two  plus  two,  here  as  in  most 
places  outside  the  arithmetic  books,  usually  equal  at  least  five 
and  perhaps  a  hundred.  The  working  together  into  a  pattern 
of  many  local  actions  is  itself  an  action  that  may  produce 
great  benefits  to  the  nation.  The  nation  is  therefore  justified 
in  paying  the  states  and  municipalities  for  conforming  their 
local  plans  to  the  general  pattern.  The  tangible  benefits  of  a 
local  plan  may  in  some  cases  be  actually  less  than  enough  to 
cover  the  money  cost,  and  yet  the  intangible  national  benefits 
of  the  plan  as  part  of  a  whole  picture  may  justify  a  subsidy 
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that  will  lift  the  local  project  into  the  field  of  practicable 
operation. 

Often  the  only  reason  for  local  inaction  is  ignorance  of 
the  benefits  that  would  be  derived  from  a  possible  public 
improvement.  The  Federal  planning  group  will  be  in  a  posi- 
tion to  supply  state  planning  boards  with  information  about 
possible  lines  of  development,  and  in  many  cases  to  supply 
factual  surveys  such  as  those  which  the  army  has  made  in 
regard  to  the  behavior  of  rivers.  Model  developments  can  also 
be  used  both  for  experimental  purposes  and  for  educating  the 
public.  The  Tennessee  Valley  experiment  is  the  most  spec- 
tacular present  example  of  such  a  model. 

In  all  this  middle  plane  of  national  planning,  where  the 
national  picture  is  translated  into  specific  action,  the  political 
art  of  correlating  the  interests  of  rational  coordination  with 
those  of  local  initiative  and  responsibility  will  be  of  the  utmost 
importance.  Local  knowledge  of  detailed  facts  and  needs,  and 
local  responsibility  for  successful  operation,  are  essential  parts 
of  the  picture.  The  atrophy  of  local  governments  in  general 
would  be  disastrous,  although  some  kinds  of  local  government 
are  already  atrophied!  and  require  decent  burial.  The  com- 
munity is  needed  not  only  as  a  focal  point  of  close-range 
knowledge  and  interest,  but  also,  particularly,  as  a  plane  of 
daily  experience  from,  which  the  citizens  can  observe  the 
national  policies  and  form  an  opinion  about  them.  In  the 
national  plan,  therefore,  the  place  of  the  local  government  is 
that  of  a  self-determining  entity,  acting  mainly  according  to 
the  dictates  of  its  own  will,  but  in  an  area  of  influence  emanat- 
ing from  the  central  government  and  making  it  easier  to  move 
in  some  directions  than  in  others. 

The  engineering  formulation  of  a  national  public  works 
program,  and  its  influence  upon  the  actual  public  activities 
of  the  country,  do  not  constitute  the  major  aspect  of  national 
planning,  because  they  are  not  far  outside  of  present  experi- 
ence. Most  of  the  necessary  parts  of  the  process  are  already 
set  up,  and  the  rest  can  be  established  with  comparative  ease 
and  carried  on  with  fair  success  by  the  types  of  engineers, 
lawyers,  and  political  leaders  now  available.  The  difficult  part 
of  public  works  planning  is  in  the  job  of  making  it  fit  into 
the  larger  pattern  of  the  economic  and  social  development 
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of  the  nation.  We  can  easily  find  architects  to  design  a  housing 
project,  but  how  to  relate  the  housing  program  to  the  general 
economic  situation  is  the  problem  that  has  baffled  the  planners. 

Public  works  appear  in  the  national  picture  under  at 
least  three  aspects.  They  are  physically  a  means  of  providing 
certain  national  benefits  to  the  public.  That  aspect  any 
engineer  can  grasp  without  difficulty,  and  it  seems  so  real  and 
so  concrete  that  by  comparison  the  other  aspects  may  appear 
metaphysical  and  academic.  But  aside  from  the  material  bene- 
fits to  be  obtained  from  a  road  or  a  park,  the  public  and  the 
Administration  are  interested  just  now  in  the  effect  of  public 
works  on  unemployment  and  the  depression.  Beyond  the  eco- 
nomic effects  of  public  works  there  also  lies  a  still  higher 
abstraction,  the  direction  of  movement  of  our  national  destiny, 
and  the  place  in  that  stream  of  history  that  is  to  be  filled 
by  the  physical  utilization  of  our  public  works  and,  more 
especially,  by  their  economic  effects. 

The  subject  of  this  paper  is  the  planning  of  public  works, 
and  one  is  almost  tempted  to  apologize  for  wandering  off  into 
the  abstract  questions  of  high  policy  in  which  a  public  works 
program  is  only  one  small  part.  Yet,  the  failure  of  public 
works  to  make  sense  in  detail  is  due  entirely  to  the  maladjust- 
ment of  the  whole  public  works  program  to  the  more  abstract 
problems  of  economic  rehabilitation  and  historic  orientation. 
Why  is  the  administration  bound  to  allocate  local  projects  to 
cities  in  inverse  proportion  to  their  financial  troubles?  Only 
because  the  program  was  drawn  when  public  opinion  happened 
to  be  mistaken  about  the  economic  meaning  of  public  works  as 
an  instrument  of  recovery.  In  June,  1933,  the  people  were 
still  demanding  that  the  national  government  save  its  own 
budget  at  the  expense  of  breaking  as  many  other  budgets  as 
possible,  a  relic  of  the  disastrous  economic  theories  of  the 
previous  regime.  The  planning  of  a  Federal  public  works  pro- 
gram under  such  circumstances  was  bound  to  have  a  certain 
fundamental  irrationality,  which  necessarily  runs  through  all 
the  subsequent  details  of  administration.  It  is  as  if  a  wave  of 
nationalistic  frenzy  had  dictated  that  the  Panama  Canal  must 
be  built  between  Denver  and  Cheyenne.  The  engineers  could 
have  built  it,  but  they  might  be  pardoned  for  remarking  that 
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their  operations  were  deriving  a  certain  unreality  from  the 
absence  of  higher  abstractions  such  as  economic  utility. 

The  use  of  public  works  as  a  general  economic  tonic  in 
depression  was  discussed  among  engineers  in  this  country  after 
the  war.  Mr.  Hoover,  at  that  time  head  of  the  American 
Engineering  Council,  was  among  the  first  to  press  the  desir- 
ability of  "timing"  public  works.  The  idea  was  entirely  simple, 
that  public  works  ought  to  be  held  back  so  far  as  possible  in 
good  times  when  workers  are  needed  in  commercial  building, 
and  then  accelerated  in  hard  times  to  take  up  the  slack  in 
employment  and  smooth  off  the  business  cycle.  There  was  no 
disposition  to  differentiate  between  local  and  Federal  work,  or 
to  go  into  secondary  economic  effects  that  might  attach  to 
certain  activities  such  as  reclamation,  or  to  inquire  about 
cyclic  financing.  The  times  were  piping  so  loudly  that  there 
was  no  stimulation  of  thought,  and  even  in  1931  the  theory 
of  timed  public  works  was  still  innocent  of  any  idea  except 
that  of  timing.  A  Federal  bureau  had  been  established  to 
collect  plans  so  that  work  could  be  timed,  but  it  was  unable 
to  stop  the  depression. 

The  fact  is  that  public  works  as  a  mechanism  for  creating 
prosperity  have  to  be  tied  into  the  national  fiscal  policy  in  a 
correct  manner,  or  else  they  will  not  produce  the  desired  effect. 
The  business  cycle  was  an  organic  process  by  which  the  busi- 
ness world  was  periodically  loaded  with  financial  liabilities 
until  it  finally  had  a  spasm  and  threw  off  the  liabilities  by 
defaults  and  bankruptcies.  If  the  cycle  was  to  continue,  the 
depression  was  as  normal  and  necessary  a  feature  as  the  boom. 
The  notion  of  slowing  up  the  public  works  in  good  times  had 
an  element  of  irrationality.  The  idea  was  to  release  men  and 
also  capital  funds,  for  commercial  building,  to  be  added  to  the 
overhead  load  on  the  business  world.  Thus,  the  depression 
would  be  made  to  come  sooner  and  sink  deeper.  In  depression 
the  idea  was  to  provide  employment  and  support  the  buying 
market.  But  without  unemployment  the  deflation  could  not 
proceed,  and  the  bankruptcies  would  be  delayed.  Without 
bankruptcies  the  business  world  could  not  free  itself  of  excess 
debt,  and  so  could  not  get  ready  for  a  new  recovery.  The  busi- 
ness cycle  was  a  two-sided  affair.  There  was  no  use  in  trying 
to  prevent  depressions  without  any  way  of  preventing  booms. 
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The  relation  of  public  works  securities  to  ordinary  busi- 
ness debts  was  also  misunderstood.  A  business  debt  is  essen- 
tially an  obligation  resting  on  consumer  buying  power.  If  the 
debt  is  to  be  paid,  the  debtor  must  collect  the  money  from  his 
customers  and  pay  it  over  to  his  creditor,  who  may  or  may 
not  return  it  to  circulation  in  the  consumer  market.  The  col- 
lapse of  prosperity  occurs  at  a  time  when  business  is  heavily 
loaded  with  debts  and  other  capital  liabilities  that  have  a, 
similar  effect.  Public  works  of  certain  types  are  a  part  of  the 
debt  load  which  finally  crushes  business.  A  toll  bridge,  for 
example,  draws  upon  consumer  purchasing  power  and  segre- 
gates most  of  the  proceeds  into  liquid  capital  which  cannot 
return  to  circulation  except  by  the  formation  of  additional 
debt.  Similarly,  a  municipal  bond  rests  on  local  taxes  that  are 
paid  mainly  by  the  same  consumer  on  whom  business  depends. 
Federal  bonds  payable  from  gasoline  taxes  or  other  taxes  on 
business  operations  are  also  the  equivalent  of  business  debt. 
All  these  types  of  public  work  securities  rest  side  by  side  with 
industrial  stocks  and  bonds  as  liabilities  upon  business.  They 
tax  the  power  of  the  consumer  to  purchase  goods,  and  weaken 
his  power  to  support  the  volume  of  business  we  call  prosperity. 

Public  works  in  depression,  if  they  are  self-liquidating, 
or  based  on  municipal  debt,  or  financed  by  the  Federal  Govern- 
ment through  sales  taxes,  are  additions  to  the  effective  volume 
of  business  liabilities  that  it  is  the  function  of  the  depression 
to  reduce.  If,  by  a  tour  de  force,  the  central  government  can 
drive  through  a  large  program  of  this  kind,  it  will  undo  such 
deflation  of  the  debt  structure  as  may  have  occurred  since  the 
collapse,  and  restore  the  conditions  of  excessive  debt  that 
characterized  the  first  stage  of  the  depression.  A  "recovery" 
obtained  in  this  way  would  last  the  usual  number  of  years 
before  breaking  down,  only  if  the  depression  had  run  its  course 
fully,  thoroughly  bankrupting  the  old  financial  structure  in 
the  normal  manner.  In  other  words,  an  induced  recovery  of 
this  type,  if  it  could  succeed,  would  be  unnecessary,  as  normal 
recovery  would  occur  at  that  time  anyway.  But  if  the  depres- 
sion had  not  yet  run  its  course,  or  if  the  Federal  Government 
had  interfered  to  prevent  a  full  and  free  collapse  of  the  debt 
structure,  then  a  revival  based  on  building  additional  business 
debts  would  have  a  comparatively  short  period  to  run  before 
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reaching,  once  more,  the  explosion  point.  This  particular 
depression  is  peculiar  in  that  the  deflation  was  artificially 
arrested,  and  many  business  debts  still  survive  that  in  the 
normal  course  of  things  would  have  been  wiped  out.  Very 
likely  the  social  order  would  have  been  wiped  out  at  the  same 
time  if  this  depression  had  been  allowed  to  continue,  but  the 
fact  remains  that  we  are  not  free  of  a  lot  of  debts.  A  revival 
based  on  a  program  of  self-liquidating  public  works  would 
create  a  condition  that  would  be  more  interesting  than 
amusing. 

The  only  kind  of  timed  public  works  that  could  alleviate 
the  depths  of  a  depression  without  creating  an  equal  amount 
of  future  depression  would  be  non-self-liquidating  works  built 
by  the  Federal  Government  or  by  Federal  grants,  and  charge- 
able wholly  to  taxes  on  the  upper  brackets  of  personal  incomes 
and  inheritances. 

In  other  words,  if  public  works  are  to  be  financed  in  such 
a  way  that  they  distribute  purchasing  power  to  the  consumer 
and  obligate  him  to  give  it  back  again,  they  are  not  a  part  of 
any  program  for  improving  the  condition  of  business.  If  public 
works  are  arranged  so  as  to  throw  the  obligation  of  payment 
upon  the  local  taxpayer  or  the  Federal  sales- taxpayer,  then 
they  are  merely  a  bootstraps  device  for  satisfying  a  demand 
for  action  without  any  action.  Under  the  previous  Administra- 
tion the  self-liquidating  type  of  public  work  was  called 
"sound"  because  it  would  tax  the  poor  without  forcing  the 
Government  to  take  any  blame;  the  local  public  work  was 
praised  as  "local  self-help,"  because  local  governments  cannot 
effectively  tax  the  larger  incomes,  and  the  Federal  sales  tax 
was  called  "broadening  the  base,"  because  a  new  term  confuses 
the  ignorant.  When  the  New  Deal  came  to  set  up  a  public 
works  program,  Senator  Wagner  and  the  other  Liberals  tried 
to  eliminate  these  inheritances  from  our  ancestors,  but  the 
public  was  still  confused,  and  they  were  unsuccessful. 

If  public  works  are  to  be  used  as  a  means  of  alleviating 
the  business  cycle,  not  only  must  they  be  nonself-liquidating 
and  paid  for  by  Federal  income  taxes  collected  in  time  of  pros- 
perity, but  also  the  temporary  financing  must  be  so  managed 
as  to  reenforce  the  effect  of  the  public  works  themselves.  The 
orthodox  method  is  to  sell  bonds  to  the  public  in  hard  times, 
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so  as  to  break  down  the  bond  market,  and  in  good  times  to 
pay  off  the  debts,  releasing  liquid  funds  to  be  used  for  inflating 
the  stock  market.  Thus  the  temporary  financing  serves  to 
accentuate  the  business  cycle  both  upward  and  downward. 
This  way  of  operating  the  fiscal  system  is  considered  sound 
by  those  elements  of  the  community  who  are  interested  in 
heavy  fluctuations  of  the  business  world.  If  the  Federal 
Government,  however,  is  trying  to  operate  a  timed  public 
works  program,  it  is  presumably  trying  to  reduce  the  violence 
of  cyclical  fluctuations.  In  that  case  the  correct  procedure 
would  be  to  make  the  Federal  deficit  as  large  as  possible  in 
hard  times,  by  public  works  and  other  expenditures,  and  to 
finance  the  deficit  by  bonds  sold  only  to  banks  that  can  inflate 
credit.  In  good  times  the  Government  should  run  a  heavy 
surplus  from  upper  bracket  taxes,  and  pay  off  the  bonds  held 
only  by  banks,  thus  deflating  bank  credit.  This  type  of 
budgetary  inflation  and  deflation  would  act  to  reduce  the 
deflation  and  inflation  occurring  in  the  financial  world.  A 
fiscal  policy  of  this  kind  is  considered  unsound  by  conserva- 
tives, because  it  tends  to  spoil  the  business  cycle. 

If  the  temporary  financing  of  a  timed  public  works  pro- 
gram is  arranged  so  as  to  deflate  the  markets  in  hard  times 
and  inflate  them  in  good  times,  then  the  program  as  a  whole 
is  bootstraps,  and  there  is  an  essential  irrationality  about  it 
that  vitiates  it  in  detail.  The  national  planning  of  public  works 
as  purely  physical  improvements  is  a  simple  matter.  But  to 
plan  the  operation  of  a  public  works  program  as  part  of  a 
recovery  program  is  not  so  simple.  If  the  program  is  self- 
liquidating  it  is  self-contradictory,  and  if  the  financing  is  done 
by  selling  bonds  to  the  public,  the  program  is  meaningless. 

Even  in  hard  times,  we  must  remember,  there  are  some 
kinds  of  public  works  that  are  so  necessary  as  physical 
improvements  that  they  need  no  justification  as  parts  of  a 
program  of  recovery.  Of  these  housing  is  the  most  conspicuous 
instance.  The  social  benefits  of  slum  clearance  are  so  evident 
that  every  advantage  should  be  taken  of  the  present  popular 
mood  to  get  widespread  slum  clearance  projects  under  way. 
But  housing  is,  to  a  considerable  degree,  bound  to  be  self- 
liquidating,  and  to  that  degree  it  is  poisonous  to  business. 
If  new  housing  is  built  on  vacant  land,  the  owners  of  the  old 
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houses  will  be  ruined.  Whatever  may  be  the  morals  of  owning 
slum  property,  the  destruction  of  the  value  of  fixed  capital 
does  not  stimulate  business.  If  the  owners  are  bought  out 
at  a  reasonable  price,  who  is  going  to  furnish  that  money? 
Is  the  tenant  going  to  pay  rent  for  both  the  old  and  the  new 
house?  With  what  for  money?  Is  the  taxpayer  going  to  pay 
for  the  old  house?  What  taxpayer,  the  one  who  pays  sales 
taxes?  If  so,  that  is  no  way  to  make  business  prosperous. 

Housing  must  be  done,  and  lots  of  it,  as  fast  as  possible. 
But  any  national  housing  plan  must  recognize  that  the  old- 
house  problem  is  more  than  a  mere  annoyance.  Self-liquidating 
public  works  are  business  debts,  and  if  we  build  the  poor 
laborer  a  new  house,  there  is  a  new  debt  that  we  expect  him 
to  pay  off  by  his  rent.  But  who  will  pay  the  rent  in  the  old 
house?  We  are  making  two  debts  grow  where  one  grew  before. 
That  is  why  housing,  though  a  social  necessity,  is  an  economic 
poison.  Any  rational  plan  will  have  to  include  a  plan  for  coun- 
teracting the  self-liquidation  which  necessarily  goes  with  this 
type  of  operation.  Either  the  old  house  will  have  to  be  bought 
with  money  to  be  paid  from  income  taxes,  or  the  tenants' 
income  will  have  to  be  increased  by  the  same  means  so  that 
he  can  carry  the  old  and  new  nouses  together,  or  some 
equivalent  solution  will  have  to  be  found.  Otherwise,  a  hous- 
ing program  is  merely  a  highly  respectable  plan  for  making 
paving  blocks  out  of  good  intentions. 

Another  example  of  an  anomalous  type  of  public  work  is 
power  production.  A  power  plant  is  a  business  proposition,  and 
cannot  be  run  as  a  free  gift.  As  a  self-liquidating  public  work, 
it  naturally  poisons  the  existing  industry,  as  any  stockholder 
of  a  power  company  knows  thoroughly  by  this  time.  As  a 
recovery  measure,  a  power  project  is  no  more  rational  than 
any  other  self-liquidating  project.  But  the  New  Deal  is  inter- 
ested also  in  reform,  and  in  establishing  a  stable  prosperity 
that  will  not  fluctuate  beyond  the  limits  of  tolerance.  Stable 
prosperity  in  a  free  country  requires  industrial  decentraliza- 
tion. Heavily  centralized  industry  drifts  by  natural  process 
into  government  control  and  finally  into  public  ownership. 
Free  initiative,  on  the  other  hand,  depends  on  a  large  number 
of  small  companies.  Without  a  free-profit  system  somewhere 
in  the  economic  order,  it  is  difficult  to  see  how  a  plenty 
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economy  could  operate,  since  the  free-profit  system  is  the 
cushion,  if  any,  that  has  to  take  up  the  increasing  unpre- 
dictability that  goes  with  technology.  In  a  free  country, 
therefore,  decentralization  is  essential,  low-cost  power  is  an 
important  element  in  decentralization,  and  the  electric  industry 
needs  a  good  dose  of  economic  poison  to  bring  it  to  terms. 

One  of  the  remarkable  features  of  the  whole  public-works 
discussion  is  that  conservatives  are  so  quick  to  recognize  the 
poisonous  nature  of  self-liquidation  when  they  happen  to  own 
stock  in  a  company  that  is  visibly  injured;  yet,  they  do  not 
observe  that  the  effect  of  self-liquidating  public  works  on 
business  in  general  is  the  same,  even  though  the  network  of 
relationships  may  be  too  complicated  to  unravel. 

The  planning  of  public  works  will  require  not  only  an 
understanding  of  their  relation  to  the  economic  system  and  to 
business  maladjustments,  but  also  some  conception,  however 
vague,  of  where  our  civilization  is  heading.  For  what  kind  of  a 
country  are  we  making  plans?  For  example,  in  planning  for 
rural  electrification,  are  we  going  to  expect  large  rural  areas  to 
be  abandoned  to  forest?  Are  negro  farmers  going  to  have 
money  enough  to  pay  for  electric  service?  In  planning  for  city 
water  supplies  and  schools,  shall  we  expect  the  larger  cities  to 
grow  or  to  disintegrate?  Are  certain  regions  and  cities  now 
dying,  and  what  will  happen  to  them  in  a  New  Deal  economic 
order?  What  is  low-cost  housing?  If  a  system  of  high  pro- 
ductivity cannot  operate  at  all  with  large  numbers  of  poor 
people  in  it,  then  what  do  we  mean  by  low-cost  housing?  If  a 
system  of  high  productivity  cannot  operate  without  a  certain 
distribution  of  income,  what  sort  of  public  works  will  people 
with  that  sort  of  income  want? 

Such  questions  are  more  easily  asked  than  answered.  And 
yet,  until  they  are  answered,  a  large  part  of  our  public-works 
planning  is  merely  a  guess  in  the  dark.  If  it  is  true  that  we 
are  now  in  the  primitive  stage  of  the  American  civilization,  we 
cannot  be  expected  to  see  clearly  around  what  arts  and  around 
what  values  that  civilization  will  develop.  Lacking  such  de- 
tailed knowledge  of  the  future,  we  shall  perhaps  do  well  to 
avoid  building  too  many  large  ugly  structures  of  reenforced 
concrete,  lest  our  descendants  be  impoverished  by  the  cost  of 
dynamite  to  remove  our  mistakes.  But  if  we  can  get  some 
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sense  of  our  place  in  the  time  scale,  and  realize  that,  though 
as  Europeans  we  may  be  heirs  of  all  the  ages,  as  Americans 
we  are  nothing  but  primitive  ancestors,  we  may  be  able  to 
approach  the  planning  of  a  building  program  for  our  country 
in  a  properly  modest  spirit. 

Public  works  planning,  like  all  national  planning,  suffers 
from  the  fact  that  it  is  a  little  too  big  a  job  for  mortal  man 
to  tackle  in  his  present  stage  of  evolution.  Engineering  plans 
are  easy;  we  do  those  all  the  time.  We  know  all  about  how 
to  make  surveys,  take  borings,  draw  plans,  and  do  a  job  that 
will  stand  up.  But  when  we  come  to  the  higher  planes  of 
planning,  the  air  is  too  thin.  We  set  out  bravely  to  attain  some 
ideal  objective  such  as  killing  the  depression.  We  study  data 
and  take  action,  and  in  a  few  months  the  bureaucratic  narcosis 
steals  over  us.  Twenty  years  later  you  can  see  us  still  studying 
data  and  taking  action,  having  long  since  forgotten  that  long 
ago,  when  we  were  young  and  callow,  we  had  had  dreams  of 
something — what  was  it  ?  Ah !  well,  they  must  get  on  with  the 
job,  though  why,  nobody  knows.  Those  nebulous  ideals,  such 
as  killing  the  depression  or  improving  the  American  standard 
of  living,  are  cold  and  lonely,  and  we  scurry  back  to  the 
dreamful  peace  of  fact-finding  or  the  homely  joys  of  adminis- 
tration. These  high  abstractions  may  be  quite  all  right,  but 
we  hardly  feel  that  we  have  enough  facts  to  be  able  to  take  a 
position  on  such  disputed  matters,  and  we  fidget  nervously 
until  we  can  slip  back  to  the  job. 

And  yet,  these  abstractions,  these  awkward  theoretical 
interruptions,  these  are  what  the  people,  our  sovereign  owners, 
want.  They  want  release  from  the  depression.  They  want 
economic  security  and  a  higher  standard  of  living.  And  when 
men  of  good  will  sit  down  to  plan  how  they  can  provide  these 
good  things  for  the  people,  there  is  an  enchantment  against 
them.  For  they  must  deal  with  facts,  and  as  the  heavy  fumes 
of  statistics  rise  about  their  heads,  the  higher  brain  centers 
are  anesthetized,  and  they  forget  where  they  came  from  and 
what  it  was  they  wanted. 

That  is  why  there  must  be  a  free  place  somewhere  in 
America  where  there  is  no  general  planning  and  statistics  are 
few.  Somebody  ought  to  stay  awake,  and  nowhere  except  in 
the  fresh  air  can  it  be  done.  From  the  free  hills  there  have  to 
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come  crazy  men,  the  sons  of  the  wild  jackass,  who  will  burst 
in  upon  the  planners  at  all  hours  and  say :  "Hey,  wake  up,  you 
were  supposed  to  be  going  somewhere!"  It  will  annoy  the 
planners,  but  no  other  way  has  ever  been  discovered  by  which 
men  can  understand  how  to  plan  public  works  without 
forgetting  why  they  should  be  planned. 


CHAPTER  VII 

PLANNING  AGRICULTURE:  ITS  RESULTS  FOR 
THE  FARMER  AND  THE  CONSUMER 


M.  L.  WILSON 


THE  program  of  the  Agricultural  Adjustment  Administration 
cannot  be  described  as  social  economic  planning  in  the  sense 
in  which  this  phrase  is  most  frequently  used.  It  is  by1  its 
nature  emergency  legislation,  and  under  the  terms  of  the  act 
itself  it  will  pass  out  of  existence  when  the  so-called  agricul- 
tural emergency  is  over.  It  is  a  bit  of  economic  planning 
designed  to  adjust  the  production  and  supplies  of  certain 
agricultural  commodities  to  prospective  domestic  and  foreign 
demand  operating  in  an  unplanned  society. 

The  act  thus  sets  forth  its  objective:  "To  relieve  the 
existing  National  economic  emergency  by  increasing  agricul- 
tural purchasing  power."  It  is  also  stated  that  the  policy  to  be 
pursued  under  the  Act  is  "to  establish  and  obtain  such  balance 
between  the  production  and  consumption  of  agricultural 
commodities  and  such  marketing  conditions  therefor,  as  will 
reestablish  prices  to  farmers  at  a  level  that  will  give  agricul- 
tural commodities  a  purchasing  power  with  respect  to  articles 
that  farmers  buy,  equivalent  to  the  purchasing  power  of 
commodities  in  the  base  period  of  1909-1914." 

While  the  Agricultural  Adjustment  Administration  is  not 
an  institution  specifically  set  up  for  agricultural  planning,  nor 
are  our  agricultural  policies  at  this  time  specifically  those 
which  involve  planning  in  the  sense  in  which  it  is  used  by 
this  conference,  nevertheless  its  operation  has  yielded  a  great 
deal  of  experience  interesting  to  those  concerned  with  the 
subject  of  planning  as  it  applies  to  agriculture.  If  it  becomes 
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necessary  under  conditions  of  economic  nationalism,  which  I 
shall  describe  later,  for  American  agriculture  soon  to  follow 
the  route  of  economic  planning,  it  will  have  a  starting  point 
and  a  vast  body  of  experience  and  information.  Furthermore, 
if  the  route  ahead  involves  the  development  of  some  sort  of 
democratic  control  in  agriculture,  we  will  have  had  an  experi- 
ence to  point  a  way  in  keeping  with  the  heritage  of  our 
agricultural  institutions  and  the  traditions  of  our  farmers. 

I  do  not  intend  to  report  the  acts  of  the  Agricultural 
Adjustment  Administration  or  the  reasons  for  these  acts,  nor 
do  I  intend  to  analyze  the  results.  I  believe  it  is  more  to  the 
point  to  discuss  certain  phases  and  situations  which  have 
arisen  out  of  the  experience  of  the  past  eighteen  months, 
which  have  significance  to  a  group  interested  in  the  planning 
idea. 

Planning  in  American  agriculture  must  recognize  three 
things : 

First,  the  fact  that  our  agriculture  centers  largely  about 
individual  family  farms,  with  a  large  degree  of  independence, 
some  of  them  producing  a  considerable  portion  of  their  own 
food  supply.  But  with  approximately  six  and  one-half  million 
farms,  we  now  have  few  that  are  kingdoms  unto  themselves, 
compared  with  those  of  a  half  century  ago  and  the  simpler 
economy  under  which  they  functioned. 

In  recognition  of  this  basis  of  family  farming,  planning 
definitely  would  involve  a  type  of  democratic  cooperative 
movement  with  a  character  considerably  different  from  the 
cooperative  movements  which  have  been  widely  employed  in 
American  agriculture.  For  instance,  while  our  cooperative 
movement  has  centered  largely  about  cooperative  marketing, 
a  place  might  have  to  be  found  for  what  might  be  called 
"cooperative  planning." 

Planning  in  agriculture,  secondly,  would  have  to  recognize 
the  necessity  for  a  large  and  well-equipped  group  which  would 
be  the  centralizing  agency  for  technical,  scientific,  and  eco- 
nomic data,  fact-finding,  and  planning.  This  group  would 
require  the  confidence  of  the  farmers.  Now,  we  are  not  as 
badly  prepared  in  this  respect  as  many  might  think  at  first. 
It  is  interesting  to  know  that  when  H.  C.  Wallace  was  Secre- 
tary of  Agriculture  in  the  early  twenties,  the  Outlook  Service 
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was  established  in  the  Bureau  of  Agricultural  Economics  of  the 
United  States  Department  of  Agriculture. 

As  a  part  of  this  service,  for  more  than  twelve  years  groups 
of  agricultural  economists,  in  the  Department  of  Agriculture, 
and  agricultural  colleges  have  been  developing  technical 
analyses  of  price  behavior  in  agriculture.  They  have  developed 
a  means  of  ascertaining,  with  a  surprisingly  high  average  of 
correctness,  intentions  to  plant  and  the  prospective  outlook  for 
various  commodities. 

In  a  sense  the  Outlook  reports  have  been  more  than  a 
compilation  of  data  respecting  prospects  for  the  future.  The 
Outlook  reports  have  suggested  changes,  and  in  a  broad  way 
have  laid  down  a  plan  for  agriculture  for  each  year.  Through 
the  State  Extension  forces,  including  more  than  two  thousand 
county  extension  agents,  the  facts  revealed  by  the  Outlook 
Service  and  the  suggestions  of  the  groups  attending  the  Out- 
look conferences  have  been  brought  to  the  farmers.  It  has 
had  far-reaching  influence. 

The  third  factor  which  must  be  given  recognition  in  con- 
nection with  planning  for  agriculture  in  the  United  States 
concerns  the  influence  of  the  farm  organizations  in  the  Federal 
and  state  governments.  Several  of  the  national  farm  organiza- 
tions have  very  extensive  memberships  and  have  a  very  im- 
portant influence  on  legislation  and  on  all  governmental 
activities  dealing  with  agriculture.  For  the  most  part  these 
have  given  expression  to  the  demands  of  the  farmers  them- 
selves. Perhaps  they  will  become  increasingly  large  and 
increasingly  influential. 

The  Agricultural  Adjustment  Administration  is  now  a 
little  more  than  a  year  and  a  half  old.  Farmers,  if  not  all  of  us, 
have  vivid  memories  of  the  state  of  agriculture  in  1932.  There 
were  backed  up  on  the  farms  and  unabsorbed  in  the  terminal 
markets  more  than  four  hundred  million  bushels  of  wheat, 
a  carry-over  of  cotton  representing  more  than  a  year's  produc- 
tion, and  two  to  three  years'  production  of  many  tobacco  types. 
We  had  12 -cent  corn  and  a  large  surplus  of  hogs  and  cattle 
which,  if  they  were  to  be  sold  at  all,  had  to  be  sold  at  sacrifice 
prices. 

In  statistical  terms  the  picture  of  that  year  is  best  shown 
by  a  comparison  between  the  purchasing  power  or  exchange- 
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ability  of  the  farmer's  dollar  in  1932  and  its  exchangeability 
in  the  pre-war  period  1909  to  19 14.  In  1932  the  purchasing 
power  or  exchangeability  of  the  farmer's  dollar  was  53  per 
cent  of  the  power  of  the  dollar  in  the  prewar  years.  There 
had  been  a  tragic  loss  of  debt-paying  power.  This  reduction 
in  purchasing  power  acted  as  though  half  of  the  farmers  had 
disappeared,  and  this  was  its  effect  on  those  who  depended 
on  farmers  as  customers,  both  directly  and  indirectly.  As  a 
consumer  of  the  products  of  industry,  the  farmer  was  staging 
what  amounted  to  a  buyer's  strike,  under  which  he  was  unable 
to  buy  more  than  a  portion  of  a  great  many  of  the  products 
he  had  formerly  consumed  in  great  quantities.  The  causes  for 
the  condition  of  agriculture  at  that  time  were  many  and 
cumulative.  Without  making  any  detailed  explanation  of  those 
causes,  I  want  to  call  your  attention  to  the  change  in  our 
status  from  a  debtor  to  a  creditor  nation  which  took  place 
during  the  war  and  which  led  to  the  loss  of  export  markets 
for  American  farm  products.  This  export  market  was  a  severe 
loss,  for  it  had  meant  the  annual  export  of  up  to  two  hundred 
million  bushels  of  wheat,  half  of  the  cotton  crop,  and  a  large 
volume  of  tobacco,  pork,  and  other  products.  The  situation 
facing  agriculture  arising  out  of  our  new  position  as  a  creditor 
nation  and  the  loss  of  export  markets  was  further  complicated 
by  the  rise  of  nationalism  expressed  in  terms  of  higher  tariffs, 
quota  regulations,  and  exchange  difficulties. 

But  there  was  also  a  fact  in  our  domestic  economy  that 
tended  to  make  the  situation  worse  and  agricultural  recovery 
much  more  difficult.  This  lay  in  the  assumption  that  in  the 
case  of  agriculture  the  law  of  supply  and  demand  would  work 
out  fairly  and  satisfactorily  for  farm  products.  Many  years 
ago  when  our  economic  system  was  much  more  simple  than 
it  is  to-day,  industrial  prices  responded  to  the  same  open- 
market  forces  as  agricultural  prices,  but  the  modern  industrial 
organization  does  not  operate  on  the  basis  of  a  strict  market- 
place economy.  In  one  industry  after  another  free  competitive 
price-making  has  been  practically  eliminated,  and  it  is  no 
longer  true  that  many  products  of  industry  operate  freely  and 
unhampered. 

We  recognize  now  that  farming  operated  on  an  individual 
family  basis  does  not  respond  to  lower  prices  and  slackened 
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demand  by  curtailing  production,  as  we  find  in  industry.  The 
farmer  has  his  farm,  his  time,  and  a  heavy  load  of  fixed 
charges.  His  inclination  is  to  go  on  producing  to  use  his  time. 
Industry  cuts  its  payrolls  and  other  costs. 

This  is  just  as  significant  and  important  a  fact  of  eco- 
nomic change  affecting  agriculture  as  the  loss  of  foreign 
markets.  The  following  facts  bring  out  this  point  clearly: 

The  drop  in  wholesale  prices  and  production  from  1929 
to  the  spring  of  1932  indicates  the  difference  in  the  response 
of  prices  to  a  reduction  in  demand.  Agricultural  products 
dropped  in  price  an  average  of  63  per  cent.  But  farmers 
dropped  their  production  only  6  per  cent. 

We  have  almost  the  reverse  in  the  case  of  agricultural 
implements.  There  the  drop  in  production  was  80  per  cent, 
but  the  drop  in  price  is  estimated  at  only  about  6  per  cent. 
The  production  of  motor  vehicles  fell  off  80  per  cent,  the 
price  only  16  per  cent.  In  the  case  of  textile  products  we  had 
a  drop  in  production  of  30  per  cent,  in  price  of  45  per  cent. 
In  the  cement  industry  production  dropped  65  per  cent,  price 
only  18  per  cent.  The  production  of  iron  and  steel  dropped 
83  per  cent,  yet  its  price  fell  only  20  per  cent. 

You  will  notice  that  farm  prices  were  as  putty  in  response 
to  the  forces  in  effect  during  these  depression  years.  Agricul- 
ture's prices  fell  far,  but  its  production  continued.  But  the 
prices  of  most  of  the  other  products  I  have  listed  from  our 
factories  and  shops  were  as  steel.  Certainly  they  responded, 
but  it  was  not  a  full  response  to  the  law  of  supply  and  demand. 

Both  industry  and  labor  have  tended  more  and  more  to- 
ward what  amounts  to  price-fixing  instead  of  operating  on  a 
basis  of  an  open  competitive  market.  Would  they  be  willing  to 
return  to  it,  to  function  on  the  same  basis  as  competitors  among 
farmers  ?  If  this  question  were  put  before  industrial  and  labor 
leaders  to-day  in  the  manner  in  which  the  corn-hog  referendum 
has  been  conducted  recently,  I  am  certain  that  neither  group 
would  want  to  return  to  open  and  free  competition  similar 
to  that  which  we  have  had  in  farming.  Many  industrial  leaders 
talk  about  it,  but  they  would  vote  against  it.  But  when  farmers 
talk  about  employing  this  technique  of  industrial  organization, 
there  is  a  tendency  to  protest.  If  industry  and  labor  will  not 
give  up  this  system — and  I  do  not  see  why  they  should — 
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there  is  no  alternative  for  agriculture  but  to  master  this  tech- 
nique for  its  own  protection,  unless  it  wants  to  lapse  into  a 
sort  of  exploited  peasant  economy. 

The  adjustment  efforts  undertaken  so  far  have  been 
centered  chiefly  about  two  ideas — first,  the  reduction  of  the 
overhanging  surpluses  that  had  been  piled  up  during  recent 
years  of  low  prices  and  continued  high  production;  second, 
providing  producers  with  prewar  purchasing-power  income  for 
that  portion  of  their  production  which  went  into  domestic 
consumption.  Roughly,  the  immediate  problem  ahead  is  to 
maintain  a  balance  between  production  and  requirements — 
indeed  to  maintain  a  production  geared  to  adequate  consump- 
tion. 

The  devices  thus  far  employed  to  carry  out  the  ad- 
justment program  are  essentially  simple  though  somewhat 
complicated  in  administration.  Processing  taxes  are  levied  on 
certain  basic  commodities  at  the  first  point  of  processing.  The 
amount  of  the  processing  tax  roughly  represents  the  differ- 
ence between  the  market  price  and  parity  prices.  The  revenue 
collected  under  the  processing  taxes  makes  up  a  fund  from 
which  payments  are  made  to  farmers,  representing  the  dif- 
ference between  the  market  price  and  the  parity  price  or 
allotments,  which  represent  their  share  in  the  domestic  market 
based  on  records  of  past  production  and  yields.  The  adminis- 
tration is  handled  largely  through  county  production-control 
associations  set  up  for  each  commodity.  Officers  of  these  asso- 
ciations are  selected  by  the  farmers  themselves  and  carry  on 
the  task  of  administration  as  it  affects  the  farmer  directly. 

Farm  income  has  been  increased  as  a  result  of  this  adjust- 
ment program,  but  it  is  not  responsible  for  the  entire  increase. 
Farm  income  this  year  will  be  approximately  six  billion  dollars, 
representing  an  increase  of  a  billion  dollars  over  farm  income 
in  1933  and  approximately  $1,700,000,000  over  1932.  More 
than  $500,000,000  in  benefits  and  other  payments  have  been 
made  during  the  past  year. 

In  addition,  the  adjustment  program,  plus  the  worst 
drought  in  American  agricultural  history,  has  reduced  the 
farm  surpluses  and,  in  some  cases,  eliminated  them  altogether. 
Of  course,  it  has  not  eliminated  potential  surpluses,  for  the 
power  to  produce  is  as  great  as  ever  before,  and  the  improve- 
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ment  in  farm  prices  offers  as  great  a  temptation  as  ever  to 
increase  production,  irrespective  of  the  facts  of  reduced  exports 
and  the  rather  poor  prospects  of  increased  exports  of  farm 
products  for  the  future. 

This  increase  in  income  has  meant  a  great  deal  to  the 
farmer,  but  he  has  not  yet  received  any  excessive  share  of  the 
national  income.  He  has  not  received  parity  prices  on  many 
commodities,  even  for  the  portion  domestically  consumed. 

Consumers  of  farm  products  very  rarely  deal  directly  with 
the  farmer.  As  a  matter  of  fact,  the  part  of  the  price  to  the 
consumer  represented  by  the  cost  of  the  material  purchased 
on  the  farm,  particularly  in  the  case  of  wheat  and  cotton, 
represents  only  a  small  part.  An  increase  in  the  price  of  farm 
products,  such  as  has  been  brought  about  by  the  adjustment 
program,  has  of  course  meant  an  increase  in  the  cost  to  con- 
sumers, but  it  has  not  been  by  any  means  the  only  factor  in 
increasing  cost  to  the  consumer.  The  devaluation  of  the  dollar, 
shortening  of  hours,  and  increasing  of  minimum  pay,  produced 
by  the  NRA  program  and  other  factors,  deserve  recognition. 
Roughly,  the  part  of  the  increase  in  the  cost  to  consumers 
represented  by  an  increase  in  returns  to  farmers  has  not  been 
extortionate.  It  has  not  been  unreasonable.  In  the  first  place, 
farmers  were  producing  the  raw  materials  and  turning  them 
over  at  sacrifice  prices.  Consumers'  prices,  in  so  far  as  they 
reflected  the  prices  of  raw  materials,  were  on  a  bargain  basis 
in  1932.  Agriculture,  as  the  old  cry  goes,  is  entitled  to  equality 
in  income  with  others  which  make  up  our  society,  but  it  is 
not  only  a  matter  of  fairness  or  equality.  The  fact  that 
farmers  have  an  increased  income  has  a  long-range  benefit 
for  consumers  who  are,  after  all,  producers,  and  who,  as  pro- 
ducers, require,  directly  or  indirectly,  farmers  as  customers. 

In  the  case  of  the  price  of  cotton  sheets,  a  recent  analysis 
shows  that  the  agricultural  recovery  program  may  account  for 
about  eleven  cents  of  the  3  2 -cent  rise  in  price.  Part  of  this 
rise  in  price  has  been  pocketed  by  workers  in  the  cotton 
industry.  Part  of  it  has  undoubtedly  been  reflected  in  a  rise 
in  profits  for  those  in  the  cotton  industry.  Thus,  the  Agricul- 
tural Adjustment  Administration  is  not  accountable  for  the 
entire  rise  nor  have  the  farmers  pocketed  more  than  a  portion 
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— and  in  some  commodities  a  mighty  small  portion — of  the 
increase  in  the  price  to  consumers. 

Indeed,  if  a  major  lesson  has  been  learned  during  these 
last  few  years  of  distress,  it  is  that  the  farm  consumer  and 
the  industrial  consumer  are  mutually  dependent  upon  each 
other  for  markets  and  earning  power. 

No  one  knows  better  than  those  who  are  charged  with 
responsibilities  of  administering  the  national  agricultural  pro- 
gram that  real  parity  prices  and  adequate  income  for  the 
farmer  cannot  be  reached  or  permanently  maintained  except 
when  accompanied  by  an  expansion  of  purchasing  power  in 
the  domestic  market.  Consequently,  as  we  move  into  the 
recovery  phase  of  the  present  business  cycle,  the  aim  of  the 
Agricultural  Adjustment  Administration  is  to  so  adjust  pro- 
duction levels  in  the  major  commodities  that  they  will 
provide,  year  after  year,  supplies  adequate  for  abundant  con- 
sumption at  prices  fair  to  the  consumer  and  profitable  enough 
to  the  farmer  to  sustain  his  purchasing  power  in  the  general 
market. 

The  adjustment  program,  as  carried  on  in  agriculture, 
could  not  have  succeeded  if  agriculture  had  not  built  up,  over 
a  period  of  years,  a  personnel  familiar  with  the  Outlook  idea 
and  using  scientific  and  economic  fact-finding  instead  of  guess- 
work. The  Department  of  Agriculture,  in  many  of  its  bureaus, 
the  Extension  Service,  and  the  system  of  county  extension 
agents,  provided  a  corps  for  carrying  out  this  program  of 
adjustment. 

But  out  of  the  adjustment  program  has  also  grown  an 
important  new  device  centering  about  the  establishment  of  the 
county  production-control  associations  and  the  referendum 
principle,  which  are  both  in  keeping  with  the  best  traditions 
of  a  democracy.  The  county  associations  have  proved  that  the 
farmers  are  capable  of  making  effective  a  new  type  of  coopera- 
tion. There  are  about  four  million  cooperative  production- 
control  contracts  applying  to  three  million  farms.  Our  records 
show  establishment  of  4,929  county  production-control  asso- 
ciations. It  is  estimated  that  there  are  30,000  active  county 
committeemen  who  are  responsible  for  making  individual  farm 
allotments  and  for  administration  within  the  counties.  There 
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are  more  than  150,000  community  committeemen  who  are 
active  in  their  communities. 

It  is  difficult  to  visualize  the  magnitude  and  potentialities 
of  this  voluntary  organization.  The  whole  theory  of  the  adjust- 
ment administration  has  been  one  of  cooperative  endeavor.  It 
has  developed  a  new  form  of  agricultural  cooperation  and  pro- 
duction control  in  partnership  with  the  Federal  government 
which  is  as  truly  a  cooperative  enterprise  as  cooperative 
marketing,  cooperative  finance,  or  any  other  cooperative 
activity. 

The  opportunities  for  effective  planning  in  agriculture, 
centering  around  the  ideal  of  balanced  production  in  harmony 
with  adequate  consumption,  are  much  greater  as  a  result  of 
the  adjustment  experience.  But  there  are  many  serious  prob- 
lems ahead.  I  will  discuss  some  of  these,  as  they  have  grown 
out  of  our  experience. 


The  Problem  of  the  Outsider 

There  is  a  widespread  feeling  on  the  part  of  members  of 
production-control  associations  that  farmers  who  are  not 
cooperating  in  adjustment  programs — the  outsiders — are  sel- 
fish and  are  seeking  to  benefit  at  the  expense  of  the  contract 
signers.  Naturally,  the  contract  signer  or  cooperator  has  a 
feeling  that  the  man  on  the  outside  is  a  menace,  and  in  case  a 
large  percentage,  say  80  or  85  per  cent,  of  the  commodity 
producers  is  signed  up,  some  means  should  be  found  for 
making  the  plan  compulsory,  and  placing  all  upon  an  equal 
footing. 

This  basically  is  the  objective  sought  in  the  Bankhead 
Cotton  Control  Act,  which  provides  for  giving  each  cotton 
producer  his  pro  rata  share  of  a  10,000,000-bale  crop.  It  pro- 
vides for  the  imposition  of  a  tax  of  50  per  cent  of  the  market 
value  of  cotton  produced  in  excess  of  the  farm  quota.  The 
Bankhead  Act  provides  rather  simple  machinery  for  the  opera- 
tion of  this  plan. 

A  referendum  among  cotton  farmers  was  held  in  mid- 
December,  1934.  All  cotton  producers  were  entitled  to  a  vote. 
The  response  to  this  opportunity  for  taking  a  part  in  the 
determination  of  policy  was  very  impressive.  More  than  one 
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million  votes  were  cast.  The  vote  of  the  producer  of  an  acre  of 
cotton  was  equal  to  the  vote  of  the  producer  of  one  thousand 
acres.  Through  this  referendum  it  was  determined  to  continue 
operation  of  the  Bankhead  plan,  with  a  substantial  majority 
in  favor  of  the  continued  use  of  the  plan  in  all  parts  of  the 
cotton  belt. 

Forums,  debates,  and  good,  old-fashioned  give-and-take 
discussions  were  held  all  over  the  cotton  country  prior  to  the 
day  of  the  referendum.  There  is  substantial  evidence  to  show 
that  the  referendum  was  a  fair  and  true  expression  of  the  views 
of  the  cotton  producer.  Indeed,  the  referendum  provided  the 
first  voting  experience  for  a  great  many  cotton  producers. 

I  anticipate,  however,  that  the  scope  of  the  conflict 
between  the  outsider  and  the  insider  is  not  covered  by  the 
Bankhead  cotton  referendum,  and  that  similar  solutions  will 
have  many  advocates  among  other  commodity  groups. 

The  Problem  of  Permanent  Production  Balance 

Can  a  permanent  satisfactory  balance  between  production 
and  consumption  in  particular  commodities  be  maintained? 
According  to  the  terms  of  the  Agricultural  Adjustment  Act, 
when  commodies  reach  a  price  which  gives  them  pre-war 
purchasing  power,  the  existing  emergency  is  over,  and  the  basis 
for  production  adjustment  ceases  to  exist.  Farmers  themselves, 
in  the  past  year,  have  been  asking  the  question,  "Why  permit 
uncontrolled  production  to  cause  a  serious  decline  in  price,  a 
new  emergency,  and  a  repetition  of  the  adjustment  program? 
Why  not  have  some  mechanism  which  will  allow  producers  to 
cooperate  with  the  Secretary  of  Agriculture  in  maintaining 
ample  production  and  the  'ever  normal  granary,'  but  will 
prevent  excessive  non-controlled  production  during  periods  of 
normal  prices?  Can't  we  have  permanent  control?"  This 
demand  brought  forth  the  Kerr-Smith  Tobacco  Act,  whose 
object  "is  to  place  the  tobacco-growing  industry  on  a  sound 
financial  and  economic  basis,  and  to  prevent  unfair  competi- 
tion and  practices  in  the  production  and  marketing  of  tobacco 
entering  into  the  channels  of  interstate  and  foreign  commerce." 

This  plan  is  designed  to  supplement  or  parallel  the  present 
tobacco  plan,  which  gives  each  producer  a  quota  of  acreage 
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and  pounds  to  be  sold.  It  provides  a  tax  of  33%  per  cent  of  the 
price  received  for  any  tobacco  not  covered  by  allotments  or, 
as  they  are  sometimes  called,  tax  abatement  certificates. 

The  Secretary  of  Agriculture  is  authorized  to  conduct 
referendums  of  producers  and  put  the  plan  into  operation. 
He  is  also  authorized  to  make  regulations  protecting  the  inter- 
ests of  share  croppers  and  tenants.  The  object  of  this  plan  is 
very  definitely  to  make  a  clear  and  permanent  differential  in 
favor  of  the  cooperative  farmers,  so  that  no  farmer  will  have 
an  economic  incentive  for  staying  out  of  the  operation  of  the 
plan.  Since  all  farmers  are  contract  signers,  the  Secretary  of 
Agriculture  could  maintain  the  integrity  of  the  production- 
control  contracts,  even  though  there  were  no  benefit  payments 
or  contract  payments  to  be  made  to  producers.  This  is  clearly 
an  experiment,  but  it  has  a  great  deal  of  significance  and  is 
being  closely  watched  by  producers  of  other  staple  com- 
modities. 

The  Problem  of  Individual  Farm  Quotas  or  Allotments 

Thus  far  quotas  or  allotments  upon  which  the  individual 
farmer  receives  benefit  payments  are  based  upon  some  historic 
record  of  past  production,  and  represent  the  individual's  pro- 
portionate share  of  past  production  that  went  into  domestic 
consumption.  It  was,  of  course,  necessary  to  put  the  emergency 
commodity  plans  into  operation  as  simply  and  as  expeditiously 
as  possible.  Therefore,  there  is  justification  for  the  use  of  this, 
the  simplest  method  of  determining  individual  farm  quotas  in 
emergency  programs,  which,  in  the  case  of  wheat,  covered  the 
crops  of  1933,  1934  and  1935. 

It  has  always  been  recognized  that  problems  would  grow 
out  of  the  simple  historic  method  of  making  farm  allotments. 
It  would  tend  to  freeze  the  distribution  of  the  acreage  of 
various  crops  on  each  farm.  It  would  tend  to  prevent  the  shift- 
ing and  adjusting  of  production  on  the  basis  of  the  principle  of 
comparative  advantage  to  the  more  efficient  producing  areas. 
On  the  whole,  I  do  not  believe  that  serious  violence  so  far  has 
been  done  to  the  principle  of  adjusting  production  to  the 
movement  of  production  from  the  least  efficient  acres  to  the 
more  efficient  acres.  It  must  be  admitted,  however,  that  in 
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many  individual  cases  farmers  have  just  cause  to  complain 
against  basing  farm  quotas  wholly  upon  past  production.  The 
most  frequent  complaint  arises  from  the  producer  of  basic 
crops,  such  as  wheat,  cotton,  or  corn,  who  in  the  past  followed 
the  advice  of  the  government  through  the  Farm  Board,  the 
Department  of  Agriculture,  and  the  Agricultural  College  and 
Extension  Service,  and  reduced  his  acreage  of  wheat  or  cotton, 
substituting  therefore  a  more  balanced  system  of  farming  and 
the  use  of  soil-conserving  crops.  He  now  finds  himself  at  a  dis- 
advantage because  of  voluntarily  doing  what  he  believed  to  be 
in  the  interest  of  all  farmers.  He  finds  that  his  neighbor,  who 
did  not  voluntarily  reduce  his  production  prior  to  the  passage 
of  the  Adjustment  Act,  had  a  larger  acreage  and  larger  pro- 
duction and  therefore  has  a  relatively  larger  quota  and  larger 
benefit  payments.  There  are,  for  instance,  many  individual 
farmers  in  the  Middle  West  who  normally  produced  some 
wheat  as  part  of  their  crop-rotation  plan  who  dropped  out  of 
wheat  production  entirely  in  the  years  1930-31  and  1932.  They 
feel  now  that  they  are  unjustly  penalized. 

Then  there  is  a  fair  kind  of  complaint  which  comes  from 
the  farmer  who  is  practicing  a  standard  type  of  farming  and 
farm  rotation  against  the  farmer  who  happened  to  be  in  what 
might  be  called  a  speculative  position  during  the  past  period. 
By  way  of  illustration,  there  is  a  section  in  Central  Illinois 
in  which  the  College  of  Agriculture  of  the  University  of  Illinois 
has  made  an  extensive  study  of  farm  management.  When  the 
university  brings  together  and  balances  all  of  the  factors  in 
agricultural  production  and  soil  conservation,  they  conclude 
that  the  best  rotation  plan  and  system  of  farming  adapted  to 
conditions  there  do  not  permit  more  than  60  per  cent  of  the 
acreage  of  a  farm  to  be  in  corn  any  one  year. 

Now,  the  farmer  who  is  operating  under  such  a  system 
feels  that  he  is  at  an  unfair  disadvantage  in  comparison  with 
another  farm  which  for  the  base  period  had,  we  will  say, 
75  or  80  per  cent  of  its  acreage  in  corn.  He  contends,  with 
justice,  that  in  the  latter  case  the  acreage  was  abnormally 
high,  due  to  speculative  or  other  limited  causes.  He  therefore 
feels  that,  regardless  of  production  during  the  base  period, 
the  allotments  should  be  spread  out  so  that  the  allotment  of 
each  farm  will  be  consistent  with  the  best  farm  practice. 
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As  I  have  said  before,  I  do  not  believe  that  these  in- 
dividual injustices  produced  by  quotas  based  wholly  on  historic 
yields  have  produced  serious  problems  thus  far,  but  if  the 
present  plan  is  to  be  continued,  as  it  most  likely  will  be, 
serious  efforts  must  be  made  so  that  farm  allotments  will  be 
more  flexible,  thus  ironing  out  individual  injustices.  I  do  not 
believe  that  farmers  under  present  conditions  will  want  to 
give  up  the  allotment  or  quota  idea,  but  they  will  want  to  give 
considerable  thought  to  its  improvement  and  refinement. 

There  is  a  great  deal  of  serious  thinking  on  this  particular 
point  in  connection  with  basic  commodities.  One  group  of 
farmers  would  like  to  continue  with  the  allotments  about  as 
they  are  from  year  to  year  until  the  export  situation  is  more 
clearly  defined,  and  until  we  can  see  whether  or  not  foreign 
markets  are  apt  to  return  within  a  reasonable  period  of  time. 
Another  group  would  like  to  make  the  allotments  based  upon 
historic  production  transferable,  so  that  farmers  on  the  better 
lands  could  purchase  allotments  from  farmers  on  poorer  lands, 
facilitating  shifts  through  the  transferability  of  the  quotas. 
Still  another  group  would  like  to  see  the  quotas  averaged  up 
on  the  basis  of  average  yields  for  the  county  or  for  a  region 
rather  than  for  particular  farms.  This  would  take  away  the 
differential  advantage  of  good  farmers  and  good  land,  and 
naturally  would  be  resisted  by  them. 

The  problem  leads  directly  into  agricultural  production 
planning  in  terms  of  farm  management  and  balanced  farming 
throughout  the  country,  and  the  solution  of  this  problem, 
which  has  by  no  means  yet  been  accomplished  but  which  I 
believe  to  be  in  time  solvable,  may  lead  the  allotment  and 
quota  system  in  a  direction  of  the  reconstruction  of  American 
farms  along  sound  lines  of  farm  management,  soil  conserva- 
tion, and  balanced  farming.  It  would  not  interrupt  or  disturb 
our  system  of  family  farms,  but  would  give  an  additional 
incentive  to  efficient  farming  and  better  use  of  land. 

We  are  apt  to  think  of  the  agriculture  of  a  state  or  of  a 
productive  region,  such  as  the  cotton  belt  or  corn  belt,  to  be 
rather  uniform.  This  is  by  no  means  the  case.  Each  one  of 
these  areas,  when  studied  carefully,  can  be  broken  up  into 
types  of  farming  regions  in  which  the  soil,  the  climate,  or  the 
natural  and  economic  factors  tend  to  produce  a  certain  type 
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of  farming  plan  and  system  of  land  use.  Each  one  of  the 
major  commodity  agricultural  regions  in  the  United  States 
can  thus  be  broken  up  into  a  considerable  number  of  types  of 
farming  regions  of  similar  agricultural  conditions. 

The  first  map 1  shows  the  United  States  divided  into  twelve 
major  agricultural  regions — in  which  are  shown  the  well- 
known  corn  and  cotton  belts,  as  well  as  the  wheat,  range 
livestock,  dairy,  and  other  regions.  This  map  illustrates  the 
impossibility  of  considering  the  agriculture  of  the  nation,  as  a 
whole,  as  a  unit.  The  problems  in  one  region  are  distinct  from 
those  in  another  and  have  to  be  considered  separately. 

The  character  of  the  farming  in  any  one  region  also  is 
not  uniform  and  homogenous,  as  is  shown  in  a  second  map. 
In  this  map  we  have  taken  the  large  region  shown  on  the  first 
map  as  the  cotton  belt  and  broken  it  up  into  various  sub- 
regions,  according  to  variations  in  physical  conditions  and 
types  of  farming  found.  At  least  fifteen  to  twenty  general 
regions  can  be  easily  distinguished.  First,  you  will  note  the 
small  irrigated  valleys  in  the  Southwest,  in  which  cotton  is 
the  predominant  crop.  Next  come  the  large-scale  cotton  area 
of  West  Texas  and  Oklahoma,  the  Oklahoma-Texas  general 
farming  region  (with  cotton),  the  Blackwaxie  prairie  of  Texas, 
the  Piney  woods  area  of  Northeast  Texas,  the  Red  River, 
Arkansas,  and  Mississippi  deltas,  the  Mississippi-Alabama  clay 
hills  and  rolling  uplands,  the  Northern  and  Southern  piedmont, 
coastal  plain,  etc. 

The  production  of  cotton  per  square  mile  and  its  propor- 
tion in  combination  with  other  crops  vary  from  one  sub- 
region  to  another.  But  this  process  of  refinement  may  still  be 
carried  further.  None  of  these  subregions  is  by  any  means 
homogenous,  as  is  illustrated  by  the  next  map.  In  this  map 
we  have  taken  the  subregion  designated  as  the  Mississippi- 
Alabama  clay  hills  and  rolling  uplands  and  divided  it  into  six 
types  of  farming  areas.  Starting  on  the  west,  the  first  subdivi- 
sion is  the  long-leaf  pine  cut-over  area,  in  which  only  57  per 
cent  of  the  land  area  is  in  farms,  37  per  cent  of  the  farm  area 
in  all  crops,  and  18  per  cent  in  cotton;  in  1929  cotton  produc- 
tion in  this  area  being  48  bales  per  square  mile  of  farm  land. 

aThe  maps  are  not  reproduced,  as  the  text  describes  them  suffi- 
ciently.— Editors. 
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The  next  area  comprises  the  clay  hills  proper.  This  area 
had  about  the  same  per  cent  of  the  land  in  farms  as  the  other 
area,  but  had  only  32  per  cent  of  the  farm  land  in  crops  and 
12  per  cent  in  cotton.  Cotton  production  also  dropped  to  29 
bales  per  square  mile. 

The  third  area  is  the  Mississippi-Alabama  black  belt. 
This  area  has  close  to  70  per  cent  of  the  land  area  in  farms, 
38  to  39  per  cent  of  the  farm  area  in  crops,  and  21  per  cent  in 
cotton.  The  production  of  cotton  is  around  50  bales  per 
square  mile.  In  this  area  about  25  to  30  per  cent  of  the  total 
income  was  received  from  livestock  and  livestock  products  in 
1929.  The  northern  part  of  the  black  belt  can,  in  fact,  be 
distinguished  as  a  subarea  because  of  the  larger  per  cent  of 
the  income  from  dairy  than  for  the  area  as  a  whole. 

The  last  area  is  a  part  of  the  upper  coastal  plain.  This 
area  has  about  60  per  cent  of  the  land  area  in  farms  from  40 
to  50  per  cent  in  crops  and  from  17  to  21  per  cent  in  cotton. 
Cotton  production,  however,  is  somewhat  lower  than  in  the 
black  belt,  in  1929  being  35  to  40  bales  per  square  mile  of 
farm  land. 

If  data  were  available  by  smaller  geographic  units,  these 
areas,  in  turn,  could  be  refined  still  further  until  we  got  down 
to  the  individual  farm. 

I  think  I  have  indicated  to  you  enough  of  the  differences 
to  show  that  the  problem  of  adjustment  is  not  only  not  the 
same  for  particular  regions,  but  also  for  the  type  of  farming 
areas  and  for  individual  farms  within  them. 

It  probably  would  be  possible  to  study  the  farms  in  each 
of  these  regions  rather  carefully  and  map  out  a  farming  pro- 
gram best  adapted  to  each  region.  This  farming  program 
should  seek  to  conserve  the  productive  powers  of  the  soil, 
make  the  most  efficient  use  of  the  factors  of  production,  and 
encourage  the  best  utilization  of  the  land.  When  this  has  been 
done,  it  might  be  possible  to  adjust  the  quotas  to  the  indi- 
vidual farmer,  basing  them  partially  upon  historic  yields  in 
the  past  and  partially  upon  the  principles  of  good  farm 
management  and  the  best  land  utilization.  Under  such  circum- 
stances impetus  could  be  given  to  agricultural  production- 
planning,  enthroning  the  dynamic  influences  and  eliminating 
the  static  prices. 
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This  problem  is  by  no  means  solved,  but  many  of  the 
best  minds  in  the  fields  of  production  economics,  farm  man- 
agement, and  land  utilization,  the  Department  of  Agriculture, 
and  agricultural  colleges  are  giving  it  serious  consideration. 

International  Planning 

The  experience  for  the  past  two  years  in  the  International 
Wheat  Conference  holds  out  considerable  hope  for  develop- 
ments in  the  new  field  of  international  agricultural  planning 
and  for  adjustments  of  world  production  to  world  consump- 
tion. A  beginning  has  been  made  with  the  international  wheat 
agreement.  It  has  had  its  troubles,  of  course,  and  at  this  time 
its  extension  for  the  next  year's  crop  is  hanging  in  the  balance. 
If  wheat-production  control  continues  to  be  neglected  by  the 
exporting  countries,  I  would  expect  a  kind  of  wheat  war  and 
consequent  excessive  production,  which  would  revive  the  in- 
ternational wheat  conference  in  a  year  or  so  in  the  interest  of 
mutual  self-protection. 

Let  us  all  hope  that  international  good  will  and  peace 
will  work  in  the  direction  of  world  cooperation  in  the  surplus 
basic  commodities,  and  that  we  shall  avoid  cut-throat  com- 
petition between  exporting  nations.  The  present  plan  gives  us 
a  strategic  position  in  future  international  agricultural  con- 
ferences. 


Crop  Insurance,  Year-to-Year  Stability  of  Supply 

The  drought  produced  a  serious  situation  for  thousands  of 
farmers  whose  crops  were  largely  or  entirely  wiped  out.  They 
faced  a  year  with  no  harvests  and  no  income  from  the  sale  of 
their  products.  The  benefit  payments  provided  under  the  ad- 
justment program  assured  them  of  small  but  minimum  income 
which  served  the  purpose  of  a  crop  insurance.  The  experience 
of  the  past  year  with  this  feature  of  the  Adjustment  Act  has 
pointed  to  the  great  desirability  of  maintaining  it  in  future 
years.  There  is  a  wide  demand  for  broader  use  of  this  principle 
of  crop  insurance  which  has  satisfied  a  deep-felt  want  of 
farmers  in  areas  subject  to  wide  fluctuations  in  productivity 
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of  their  land  as  a  result  of  weather  and  other  forces  beyond 
their  control. 

There  is  another  problem  which  adequate  planning  may 
meet,  that  of  evening  off  the  wide  year-to-year  fluctuations 
in  the  production  of  given  commodities.  Why  should  we  have 
years  of  excess  and  other  years  of  comparative  scarcity?  Is  it 
not  possible  to  employ  the  surpluses  from  the  years  of  plenty 
in  the  years  of  scarcity,  providing  us  with  what  Secretary 
Wallace  calls  the  "ever-normal  granary"?  Because  we  have 
had  an  excess  of  supply  in  so  many  years  in  the  past  we  have 
not  had  frequent  occasion  to  experience  real  want.  But  if  we 
are,  through  planning  and  adjustment,  to  maintain  a  balance 
and  to  bring  the  production  for  a  given  year  more  in  line  with 
requirements,  we  shall  have  to  have  adequate  safeguards 
against  the  dangers  of  years  of  scarcity. 

Efforts  in  the  direction  of  meeting  this  problem  have  been 
made.  Loans  have  been  made  on  cotton  and  corn.  The  loan 
program  on  corn,  put  into  effect  in  the  fall  of  1933,  demon- 
strated the  value  of  this  type  of  program  when  adequately 
safeguarded,  both  for  the  farmer  and  for  those  who  are  de- 
pendent upon  an  adequate  supply  of  corn.  At  that  time  corn 
was  selling  at  very  low  prices,  many  farmers  receiving  only 
about  25  cents  a  bushel  for  it.  The  government,  with  a  degree 
of  security  because  of  a  certainty  of  cooperation  on  the  part 
of  corn  producers  in  reducing  their  output  during  1934,  was 
able  to  make  loans  on  the  basis  of  45  cents  a  bushel  on  farms. 
The  effect  of  curtailment  of  corn  acreage  provided  by  the 
Adjustment  Act  was  greatly  accelerated  by  drought  with  the 
result  that  corn  prices  during  the  past  summer  increased  very 
rapidly.  Instead  of  a  corn  crop  of  two  and  one-half  billion 
bushels,  as  might  have  been  expected  this  year,  the  drought 
plus  the  curtailment  program  brought  a  crop  of  less  than  a  bil- 
lion and  one-half  bushels.  The  result  was  that  the  corn  on 
which  loans  of  45  cents  a  bushel  had  been  made  when  the  corn 
was  selling  on  farms,  fell  below  that  price  and  was  later  sold 
when  it  was  most  needed  at  a  price  of  70  cents  a  bushel  and 
upward. 

Adequate  planning  will  seek  to  employ  more  and  more  the 
normal  granary  principle  through  the  use  of  loans  made  on 
commodities  stored  on  farms,  but  unless  such  programs  are 
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accompanied  by  agreements  to  curtail  production  in  years 
afterward,  there  is  a  danger  that  such  loans  would  amount 
to  stabilization  and  the  whole  program  be  made  vulnerable 
to  the  same  forces  which  made  unsound  the  loan  program  of 
the  Federal  Farm  Board.  Coupled  with  production  control 
and  adequate  planning,  the  loan  program  may,  however,  offer 
one  of  the  rich  fields  for  greater  stability  in  the  supply  of 
agricultural  commodities  in  years  to  come.  The  deep-felt  want 
of  those  who  look  upon  the  Agricultural  Adjustment  program 
as  a  national  program,  keyed  into  the  needs  of  all  of  the 
people  and  not  simply  as  an  agrarian  device,  is  that  through 
it  there  may  come  a  contribution  to  the  expansion  of  our  living 
standards. 

Can  greater  stability  in  agriculture,  made  possible  by  more 
adequate  planning  and  flexibility,  tend  to  give  not  only  farmers 
but  others  greater  assurance  of  an  ever-expanding  standard 
of  living? 

We  know  now,  better  than  we  did  before,  the  quantities 
and  varieties  of  food  which  should  be  produced  each  year  to 
supply  American  consumers  with  liberal  diets.  If  we  couple  this 
knowledge  of  our  needs  and  requirements  with  adequate  plan- 
ning so  as  to  supply  our  needs,  we  shall  have  taken  a  step  in 
the  direction  of  an  expanded  standard  of  living.  Can  we, 
through  planning,  bring  more  closely  together  fulfilment  of 
the  needs  we  are  conscious  of  with  our  ability  to  fulfil  these 
needs  as  represented  by  the  ability  of  farmers  to  produce? 

The  adjustment  machinery  has  not  made  more  difficult  but 
rather  has  increased  the  ability  of  farmers  to  adjust  them- 
selves to  filling  these  real  needs  of  diet.  The"  adjustment  pro- 
gram is  not  bound  to  an  economy  of  scarcity.  It  has  not 
reduced  the  responsiveness  of  agriculture  to  filling  the  needs  of 
consumers.  But  agriculture,  as  a  whole,  continues  to  be  de- 
pendent upon  the  development  of  purchasing  power  on  the  part 
of  consumers  so  that  they  will  be  able  to  satisfy  their  real 
wants.  But  there  is  nothing  in  the  adjustment  program  which 
will  prevent  it  from  being  in  complete  harmony  should  the 
purchasing  power  of  consumers  increase  and  should  consumers 
become  able  to  raise  their  levels  of  diet  in  harmony  with  an 
ever-expanding  standard  of  living. 

Another  problem  in  respect  to  the  future  is :  What  can  be 
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done  with  acres  which  farmers  do  not  devote  to  the  produc- 
tion of  staples  under  agreements  for  limiting  their  output? 
At  the  present  time  this  amounts  to  about  40  million  acres. 
New  uses  for  these  acres  may  be  found.  On  the  other  hand, 
they  do  not  lie  entirely  idle  for  the  reason  that  they  can  be 
and  are  in  many  cases  devoted  to  soil-building  crops,  to  ero- 
sion control  and  to  other  useful  purposes. 

The  real  need  in  this  direction  lies,  however,  in  the  possi- 
bility of  integrating  the  broad  program  of  scientifically 
planned  land  use  with  the  adjustment  program. 

Instead  of  having  idle  acres  spread  out  over  the  farms 
of  the  country,  perhaps  we  can  look  forward  to  the  time  when 
whole  areas  of  the  poorer  land  can  be  taken  out  of  production 
so  that  the  best  lands,  where  production  involves  the  least 
effort  and  the  greatest  efficiency,  can  be  kept  fully  employed 
in  harmony  with  the  principles  of  the  best  land  use. 

On  the  other  hand,  should  we  succeed  in  advancing  to  a 
point  where  whole  areas  of  the  poorest  or  least  efficient  land 
can  be  taken  out  of  production,  a  very  severe  problem  is 
faced  with  respect  to  those  people  now  occupying  the  poorest 
land  who,  while  unable  to  support  themselves  in  such  a  way 
as  to  provide  an  adequate  standard  of  living,  have  apparently 
nowhere  to  turn. 

We  have  always  had  a  flow  of  people  from  the  farms  to 
the  factories,  a  flow  which  has  only  been  interrupted  in  recent 
years  with  the  fall  in  industrial  production.  Perhaps  we  can 
look  confidently  toward  a  resumption  of  that  current.  Perhaps 
our  economic  machinery  can  be  turned  to  a  semblance  of 
order,  where  opportunities  for  boys  and  girls  raised  on  farms 
will  again  be  provided  in  industry  and  the  professional  occu- 
pations, which  in  the  past  have  been  so  heavily  dependent  on 
the  farms. 

Of  course,  there  are  opportunities  for  resettling  many  of 
these  people  on  better  land  where  they  can  continue  in  their 
agricultural  occupations. 

There  is  also  a  new  potential  frontier  for  them  in  the 
development  of  rural  industrial  communities  centering  about 
the  decentralized  industries  where  they  will  have  an  oppor- 
tunity to  obtain  a  cash  income  from  industry,  and  at  the  same 
time  to  supply  a  large  portion  of  their  food  requirements 
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through  their  own  efforts  on  small  tracts  of  good  land  on 
which  efficient  production  of  certain  foods  can  be  carried  on. 
This  will  enable  a  great  many  of  them  to  produce  foods  which 
they  cannot  afford  to  buy  and  which  make  up  the  difference 
between  an  adequate  diet  of  staple  foods  which  cannot  be 
raised  efficiently  on  small  tracts  and  a  liberal  diet  which  in- 
cludes many  foods  which  can  be  raised  efficiently  on  small 
tracts.  The  foods  which  can  be  produced  efficiently  on  small 
tracts  of  good  land  are,  particularly,  vegetables,  fruits  and 
poultry.  Of  these,  the  average  industrial  worker  has  no  over- 
supply.  Indeed,  in  addition  to  the  advantages  in  better  living 
which  a  small  tract  of  land  can  supply  for  family  living,  there 
are  a  great  number  of  opportunities  for  supplementing  cash 
income  which  are  entirely  harmonious  with  wage-earning  em- 
ployment and  with  ideals  of  a  continually  advancing  standard 
of  living. 


CHAPTER  VIII 

COLLECTIVE  BARGAINING  ("SECTION  7-A") 

AND  TRADE  UNION  RECOGNITION  UNDER 

THE  NATIONAL  RECOVERY  ADMINISTRATION 

MILTON  HANDLER 


SEVENTEEN  months  have  elapsed  since  the  historic  Section 
7-A1  was  placed  upon  the  statute  books.  Probably  no  single 
piece  of  legislation  has  been  as  much  praised,  maligned,  and 
misunderstood.  Hailed  by  labor  at  the  outset  as  a  charter  of 
liberty,  and  denounced  as  an  engine  of  oppression  by  industry, 
the  statute  in  operation  has  brought  in  succeeding  months  sad 
disillusionment  to  those  who  saw  in  it  a  high  promise  of  labor 
betterment,  and  has  aroused  bitter  resentment  and  stubborn 
resistance  in  those  who  saw  in  it  an  ominous  challenge  to  man- 
agement's prerogatives.  The  administration  of  the  statute  has 

1  Section  7a  of  the  National  Industrial  Recovery  Act  (NIRA), 
which  became  law  on  June  16,  1933  and  is  administered  by  the  Na- 
tional Recovery  Administration  (NRA),  reads  as  follows: 

Sec.  7.  (a)  Every  code  of  fair  competition,  agreement,  and  li- 
cense approved,  prescribed,  or  issued  under  this  title  shall  contain  the 
following  conditions:  (1)  That  employees  shall  have  the  right  to 
organize  and  bargain  collectively  through  representatives  of  their  own 
choosing,  and  shall  be  free  from  the  interference,  restraint,  or  coercion 
of  employers  of  labor,  or  their  agents,  in  the  designation  of  such  rep- 
resentatives or  in  self-organization  or  in  other  concerted  activities 
for  the  purpose  of  collective  bargaining  or  other  mutual  aid  or  pro- 
tection; (2)  that  no  employee  and  no  one  seeking  employment  shall 
be  required  as  a  condition  of  employment  to  join  any  company  union 
or  to  refrain  from  joining,  organizing,  or  assisting  a  labor  organization 
of  his  own  choosing;  and  (3)  that  employers  shall  comply  with  the 
maximum  hours  of  labor,  minimum  rates  of  pay,  and  other  conditions 
of  employment,  approved  or  prescribed  by  the  President. 
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satisfied  neither  labor  nor  management.  Labor  has  assailed  the 
delays  in  enforcement,  the  alleged  compromises  induced  by 
governmental  intervention,  the  alleged  failure  of  the  admin- 
istration to  formulate  a  clear-cut  and  vigorous  labor  policy, 
and  the  failure  of  the  government  to  stem  the  tide  of  company 
unionism.  Industry  has  nourished  a  grievance  against  the  gov- 
ernment for  not  permitting  the  statute  to  be  evaded  by  the 
establishment  of  dummy  unions  and  has  claimed  that  the  ad- 
ministrative interpretation  of  the  law  facilitating  true  collec- 
tive bargaining  has  unduly  favored  labor.  The  refusal  to  accept 
the  statute  for  what  it  is  and  not  for  what  it  should  or  might 
be  is  responsible  for  much  of  the  disappointment  and  mis- 
understanding. The  vagueness,  ambiguity,  and  political  nature 
of  the  language  employed  by  Congress  have  made  it  possible 
to  read  into  the  statute  conceptions  that  are  alien  to  its  major 
purposes,  and  I  dare  say  that  much  of  the  disaffection  of 
critics  results  from  the  failure  to  comprehend  what  is  provided 
for  and  what  is  left  out  of  the  statute. 

The  agency  entrusted  with  the  final  authority  to  construe 
Section  7- A  is  the  National  Labor  Relations  Board,  the  suc- 
cessor to  the  National  Labor  Board.  Until  the  courts  have 
passed  upon  the  act,  we  must  turn  to  the  statute  itself  and  the 
decisions  of  this  board  and  its  predecessor  for  the  official 
meaning  and  scope  of  the  law,  and  put  to  one  side  the  myriad 
explanations  of  those,  not  on  the  board,  who  have  essayed  an 
expository  role.  I  shall  consider  the  provisions  of  the  statute 
and  its  administration  by  the  Labor  Board.  I  shall  attempt  to 
indicate  what  the  statute  does  not  do.  I  shall  consider  the  role 
of  the  government  in  the  field  of  labor  relations,  and  I  shall 
discuss  the  record  of  enforcement  and  the  possibilities  of  en- 
forcing 7-A;  I  shall  also  outline  a  program  of  legislative 
reform. 

The  Meaning  and  Interpretation  of  the  Statute 

To  appraise  the  accomplishments  of  the  statute  and  to 
comprehend  its  shortcomings,  it  is  well  to  contrast  the  state 
of  the  law  under  the  Recovery  Act  with  that  prevailing  only 
five  years  ago.  Then,  as  now,  workers  possessed  the  theoretical 
right  to  organize  and  to  bargain  collectively  through  chosen 
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representatives.  The  exercise  of  this  right  at  that  time,  how- 
ever, could  be  thwarted  by  measures  which  are  now  forbidden. 
Employees  joining  a  labor  organization  could  be  summarily 
discharged.  Workers  seeking  employment  could  be  required 
to  abandon  their  union,  to  join  a  company  union,  and  to  sign 
an  agreement  to  refrain  during  their  employment  from  joining 
a  labor  organization.  Such  "yellow-dog"  agreements  were  en- 
forceable in  the  courts.  The  law  imposed  no  restraint  upon 
the  interference  by  employers  with  their  employees'  self- 
organization.  Where  workers  were  able  to  overcome  these  ob- 
stacles and  form  a  union,  there  was  no  legal  compulsion  upon 
employers  to  meet,  negotiate,  and  bargain  collectively  with 
their  workers'  representatives.  A  strike  or  other  activity  for 
mutual  betterment  could  be  defeated  by  resort  to  the  labor 
injunction.  No  wonder,  then,  that  the  Norris-LaGuardia  Act, 
which  denied  enforcement  of  yellow-dog  contracts  in  the 
federal  courts  and  imposed  serious  curbs  upon  the  issuance 
of  labor  injunctions,  and  the  Recovery  Act,  which  sought  to 
safeguard  the  rights  of  employees  to  organize  and  bargain 
collectively,  was  hailed  as  charters  of  liberty. 

Section  7-A  did  not  compel  the  unionization  of  industry. 
It  did  not  require  workers  to  form  and  join  labor  unions.  It 
sought  to  clothe  with  legal  sanction  the  right  of  workers  to 
organize  and  to  free  its  exercise  from  the  restraints  and  inter- 
ferences of  employers  by  which  it  had  previously  been  nullified. 
Congress  said  to  the  workers  of  the  country,  you  are  free  to 
form  or  join  a  labor  organization  if  you  so  desire.  You  may 
designate  whomsoever  you  please  to  represent  you  in  bargain- 
ing with  your  employer.  You  cannot  be  required  to  join  a 
company  union.  You  cannot  be  prevented  from  joining  an 
organization  of  your  own  choice.  To  employers,  Congress  said, 
you  must  not  interfere  with  the  right  of  your  workers  to  join 
an  organization  of  their  own  choice.  You  must  not  restrain  or 
coerce  them  in  the  exercise  of  this  right.  You  must  bargain 
collectively  with  your  workers'  chosen  representatives. 

Reducing  the  statute  to  these  simple  terms,  we  can  better 
perceive  the  meaning  and  scope  of  the  law  and  the  nature 
of  the  prohibitions  it  imposes.  The  basic  ideas  are  simple.  The 
precise  meaning,  however,  of  the  terms  "interference,  restraint, 
and  coercion"  was  not  indicated  by  Congress.  The  problem 
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of  definition  was  left  to  administration  through  the  traditional 
judicial  method  of  inclusion  and  exclusion. 

Congress  created  no  special  machinery  for  the  administra- 
tion of  7-A.  The  wave  of  strikes  in  the  summer  of  1933  made 
imperative  the  creation  of  a  mediation  body,  and  the  National 
Labor  Board  was  accordingly  established.  As  most  of  the 
strikes  had  been  provoked  by  violations  of  the  letter  or  spirit 
of  7-A,  the  board  soon  became  a  quasi-judicial  body  passing 
upon  alleged  violations  of  the  statute. 

I  shall  briefly  review  the  major  problems  presented  for 
decision.  The  statute  states  that  workers  may  select  repre- 
sentatives of  their  own  choice.  Suppose  they  designate  a  union 
official  or  a  union  itself.  Employers  contended  that  workers 
could  merely  select  one  of  their  own  number  as  their  repre- 
sentative. The  board,  however,  ruled  that  the  statute  con- 
tained no  such  limitation  and  that  the  workers  were  free  to 
seek  counsel  and  representation  from  any  source.  That  obstacle 
having  been  hurdled  by  labor,  employers  then  insisted  that 
the  sole  duty  imposed  by  the  statute  is  to  receive  such  repre- 
sentatives, listen  to  their  grievances  and  demands,  and  con- 
verse politely  with  them.  The  statute,  it  will  be  noted,  does 
not  define  the  term  "collective  bargaining."  The  term,  how- 
ever, has  a  definite  meaning  in  economics  and  law.  As  stated 
by  the  National  Labor  Relations  Board,  collective  bargaining 
is  merely  a  means  to  an  end,  the  end  being  the  execution  of 
a  collective  agreement.  Negotiations  must  be  entered  into  in 
good  faith,  with  the  intent  to  reach  an  agreement.  Every  rea- 
sonable effort  must  be  exerted  to  that  end.  The  result  of 
negotiation  must  be  either  an  agreement  on  wages,  hours, 
and  working  conditions,  or  an  agreement  to  disagree.  Human 
beings  do  not  always  agree.  The  statute  does  not  compel  agree- 
ment or  substitute  the  decision  of  government  or  a  third  per- 
son for  the  mutual  agreement  of  the  parties.  To  do  so  would 
be  to  impose  compulsory  arbitration.  The  statutory  obligation 
is  discharged  when  the  employer  in  good  faith  seeks  to  reach 
agreement  with  his  employees.  This  good  faith  may  be  mani- 
fested by  the  patient  discussion  of  differences  and  the  match- 
ing of  proposal  with  counter  proposal.  Some  critics  have 
assailed  employers  for  not  consummating  agreements,  and  the 
government  for  not  imposing  labor  contracts  upon  such  em- 
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ployers,  without  realizing  the  implications  of  such  govern- 
mental intervention.  Such  critics  are  the  first  to  rear  up  on 
their  hind  legs  when  the  compulsory  arbitration  implicit  in 
their  position  is  explicitly  advocated. 

Assuming  that  agreement  is  reached,  is  it  necessary  that 
a  formal  written  contract  be  executed  between  the  employer 
and  the  union  ?  There  is  no  express  requirement  in  the  statute 
for  written  contracts.  Sound  industrial  practice  supports  the 
recommendations,  frequently  made  by  the  board,  that  such 
agreements  be  reduced  to  writing.  Whether  the  agreement 
should  be  made  with  the  union  as  such  or  with  the  employees 
themselves  is  a  subject  for  negotiation.  It  is  a  matter  on  which 
the  parties  must  reach  agreement  by  themselves.  Again,  the 
board  has  followed  sound  practice  in  its  recommendation  that 
the  agreement  be  made  between  the  employer  and  the  repre- 
sentative or  agent  designated  by  the  employees,  i.e.,  the  union. 
The  much  controverted  issue  of  union  recognition  has  related 
in  the  main  to  this  matter  of  the  form  of  the  labor  contract. 
Labor  has  insisted  that  unless  the  contract  is  made  with  the 
union,  it  is  not  being  accorded  recognition.  Employers  have 
stoutly  maintained  that  the  statute  merely  requires  them  to 
negotiate  with  the  union,  but  that  the  ultimate  contract  need 
be  only  between  them  and  their  workers.  Collective  agree- 
ments are  traditionally  made  between  employers  and  unions, 
and  it  is  reasonable  to  suppose  that  the  statute,  in  inaugurating 
a  regime  of  collective  bargaining,  contemplated  such  agree- 
ments. But  if  the  government  prescribes  the  form  and  caption 
of  collective  agreements,  it  is  only  a  short  step  to  prescribing 
the  contents  of  the  entire  agreement,  which  is,  after  all,  only 
another  way  of  defining  compulsory  arbitration.  The  union 
must  be  recognized  as  the  agency  for  collective  bargaining — 
the  form  of  contract  is  a  matter  for  negotiation. 

The  statute  does  not  state,  however,  how  representatives 
shall  be  chosen.  The  board  developed  the  administrative  device 
of  an  election  by  secret  ballot.  This  immediately  raised  the 
problem  of  majority  rule.  There  is  no  point  to  an  election 
unless  the  majority  is  to  enjoy  certain  rights  not  possessed 
by  the  minority.  Does  the  majority  represent  all  the  workers 
in  collective  bargaining,  or  merely  those  who  voted  for  the 
victorious  slate?  In  most  large  plants  a  uniform  wage  scale 
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prevails  for  the  same  type  of  work.  In  the  absence  of  collective 
bargaining,  the  scale  is  set  by  the  employer  alone.  In  collective 
bargaining,  the  wage  scale  is  established  by  negotiation  and 
agreement  between  the  employer  and  the  workers'  representa- 
tives. Inasmuch  as  the  scale  established  through  collective  bar- 
gaining will  apply  to  all  the  workers  in  the  plant,  there 
obviously  is  no  practical  need  for  separate  agreements  with 
the  two  rival  unions  or  groups.  Theoretically,  it  would  be 
possible  to  bring  around  the  conference  table  the  employer 
and  the  representatives  of  the  rival  factions.  In  practice,  this 
results  in  a  stalemate.  It  must  not  be  forgotten  that  the  two 
groups  are  generally  hostile  to  each  other.  They  face  a  united 
employer,  and  their  division  enables  the  employer  to  play 
one  group  against  the  other.  Without  unity  of  purpose  on  both 
sides,  bargaining  is  impossible.  With  hostile  groups  seeking 
to  represent  a  common  mass  of  employees,  a  condition  com- 
parable to  the  tower  of  Babel  results.  It  reminds  one  of  the 
story  of  Julian  the  Apostate,  who  sought  to  destroy  Chris- 
tianity by  convening  a  congress  of  all  the  various  Christian 
groups  and  faiths  to  adopt  a  uniform  creed.  The  result,  as 
Julian  had  expected,  was  to  provoke  further  rancor  and  hos- 
tility, and  the  congress  ended  in  disunity  and  confusion.  Gov- 
ernment by  the  majority  is  established  in  our  political 
government,  and  in  all  other  organizations  including  company 
unions.  The  purpose  of  an  election  is  to  enable  the  workers 
to  decide  whether  they  want  to  be  represented  by  one  set  of 
candidates  or  union,  or  another.  After  the  election,  the  vic- 
torious slate  should  be  permitted  to  enter  negotiations  in  behalf 
of  all  those  participating  in  the  election.  Minority  groups  and 
individuals,  however,  should  be  allowed  the  fullest  freedom 
to  present  their  grievances  to  the  employer.  But  under  no 
circumstances  should  separate  agreements  be  made  which 
would  derogate  from  or  weaken  the  general  collective  agree- 
ment. 

The  majority  rule  does  not  involve  a  closed  shop.  There 
has  not  been  any  authoritative  determination  by  the  board  as 
to  whether  a  closed-shop  agreement  with  a  bona  fide  labor 
union  is  valid.  The  board  has  forbidden  closed-shop  arrange- 
ments with  company-dominated  unions  or  with  unions  which 
do  not  represent  a  majority  of  those  presently  employed.  I 
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believe  that  closed-shop  agreements  can  be  sustained,  although 
there  are  some  nice  legal  questions  involved.  As  a  matter  of 
policy,  however,  I  believe  they  should  be  sanctioned  only 
where:  (a)  the  union  is  a  legitimate,  as  distinguished  from  a 
company-dominated  union;  (b)  the  union  imposes  no  in- 
equitable restrictions  upon  its  members  or  upon  admission  to 
membership;  (c)  there  is  nothing  in  the  by-laws  and  the 
constitution  of  the  union  preventing  membership  in  any  other 
organization;  (d)  the  union  is  operated  on  democratic  prin- 
ciples; and  (e)  the  union  itself  has  been  designated  by  the 
employees  as  their  representative. 

The  chief  problem  under  7-A  has  been  the  definition  of 
the  words  interference,  restraint,  and  coercion.  The  discrimina- 
tory discharge  is  clearly  forbidden.  So  also  is  discrimination 
in  the  reinstatement  of  workers  after  a  strike  or  discrimination 
in  wages  or  other  working  conditions.  Such  blatant  interfer- 
ences as  espionage,  threats  to  shut  down  the  plant  and  transfer 
work  to  other  factories,  coercive  speeches  by  company  officials, 
and  the  overt  sponsorship  and  assistance  of  company  unions 
are  clearly  outlawed. 

Is  it  interference  for  an  employer  to  initiate  a  company 
union,  to  participate  in  its  administration,  to  restrict  changes 
in  its  constitution,  to  exercise  veto  power  over  its  decisions, 
to  influence  its  policies,  and  to  contribute  financial  support 
to  the  organization  or  its  representatives?  I  believe  that  it  is. 
The  statute  does  not  require  adherence  with  national  unions. 
It  does  not  forbid  the  establishment  of  local  plant  organiza- 
tions, provided  that  they  are  independent  and  free  from  the 
domination  of  the  employer.  The  historic  controversy  between 
national  and  plant  or  company  unions  is  not  resolved  by  the 
law.  This  is  left  to  the  choice  of  the  workers.  The  law  does, 
however,  prohibit  action  which  impairs  the  independence  and 
freedom  of  local  plant  organizations. 

The  Role  of  Government  in  the  Field  of  Labor  Disputes 

The  government,  in  intervening  in  labor  disputes,  occupies 
the  unhappy  position  of  the  innocent  bystander  at  a  street 
brawl.  There  are  some  who  believe  that  the  government  should 
hold  itself  aloof  from  all  strikes  and  permit  the  parties  to 
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solve  their  own  difficulties.  There  are  others  who  believe  that 
the  government  should  not  only  step  in  to  preserve  peace  and 
order,  but  should  either  prevent  all  strikes  or  exert  pressure 
to  bring  about  their  speedy  termination.  There  are  some  who 
believe  that  the  government  should  regiment  all  workers  into 
trade  unions  and  require  closed-shop  agreements  to  be  made 
between  employers  and  the  unions  so  formed. 

The  government  has  followed  none  of  these  suggested 
courses.  It  has  sought  to  maintain  an  attitude  of  neutrality, 
to  remove  the  obstacles  to  unionization,  and  to  impose  liability 
for  all  interferences  with  union  activity,  but  neither  to  require 
nor  forbid  the  unionization  of  industry.  That  has  been  left  to 
the  ingenuity,  resourcefulness,  and  capacity  for  leadership  of 
the  trade  unions.  Neither  has  the  government  sought  to  inter- 
fere with  the  internal  management  of  unions.  Some  critics  have 
bemoaned  the  fact  that  while  the  government  has  shepherded 
industry  into  the  inviting  meadows  of  trade-association  combi- 
nation, it  has  nevertheless  refused  to  exert  similar  pressure  to 
bring  the  workers  into  the  ranks  of  trade  unions. 

I  think  the  analogy  is  a  mistaken  and  a  dangerous  one. 
The  government,  it  is  true,  encouraged  membership  in  trade 
associations  and  imposed  codes  of  fair  competition  upon  all 
the  members  of  an  industry,  whether  or  not  they  had  signed 
the  code  or  joined  their  trade  association.  The  government's 
compulsion  has  carried  with  it  elaborate  forms  of  supervision. 
Code-authority  budgets  are  scrutinized,  governmental  approval 
of  code  authorities  is  required,  government  appointees  serve 
upon  code  authorities,  and  the  charters  and  by-laws  of  trade 
associations  are  subjected  to  rigorous  examination.  The  gov- 
ernment has  retained  the  power  to  impose  codes  upon  industry. 
It  at  one  time  possessed  the  power,  which  has  since  been 
abandoned,  to  license  industry.  If  the  government  requires 
membership  in  trade  unions,  it  then  assumes  a  responsibility 
to  the  new  recruits  which  can  only  be  discharged  by  pervasive 
controls  analogous  to  those  applied  to  industry.  The  experi- 
ence abroad  with  the  governmental  supervision  of  trade  unions 
is  not  so  attractive  as  to  merit  emulation  here.  The  role  of 
the  government  should  be  such  as  not  to  provoke  extensive 
supervision  and  not  to  lead  to  compulsory  arbitration.  There 
should  be  no  restraint  upon  the  right  to  strike.  When  a  strike, 
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however,  occurs,  since  the  public  at  large  is  inevitably  affected, 
the  government  should  step  in  and  make  available  its  good 
offices  for  the  adjustment  of  the  dispute.  The  facts  of  the 
dispute  should  be  ascertained  by  an  impartial  agency  for  the 
information  of  the  public.  Assuming  no  violation  of  law,  but 
merely  honest  differences  of  opinion  between  the  contestants, 
the  government  should  not  exert  pressure  upon  either  side  to 
force  a  settlement.  It  should  suggest  the  arbitration  and  peace- 
ful settlement  of  labor  controversies,  but  arbitration  should 
not  be  required  against  the  will  of  the  parties.  We  may  even- 
tually develop  a  system  of  compulsory  arbitration  that  will 
work  satisfactorily  in  the  interests  of  all,  but  the  time  for 
that  has  not  yet  arrived. 

A  strike  is  a  serious  affair.  It  entails  serious  consequences 
to  the  workers.  Strikes  are  lost  as  frequently  as  they  are  won. 
Those  who  assume  the  hazards  of  warfare  must  not  complain 
when  the  battle  goes  against  them.  And  yet,  the  selfsame  parlor 
critics  who  have  agitated  for  bigger  and  better  strikes  with 
slight  realization  of  the  consequences  have  bitterly  assailed 
the  government  for  not  procuring  handsome  increases  of  pay 
and  closed-shop  arrangements  for  those  whose  causes  were 
hopelessly  lost.  If  the  government  is  to  refrain  from  impairing 
the  right  to  strike,  it  must  also  refrain  from  imposing  its  will 
on  employers  who  have  successfully  resisted  a  strike. 

Mediation  should  be  guided  by  basic  principles  of  sound 
labor  relations.  The  government  should  neither  induce  nor  be  a 
party  to  any  compromise  which  impairs  the  just  rights  of 
either  side.  The  government  is  not  to  be  held  accountable, 
however,  for  the  settlements  voluntarily  reached  by  the  parties, 
no  matter  what  form  they  take,  provided  they  do  not  conflict 
with  positive  law. 

The  government's  attitude  toward  unionization  should  be 
one  of  encouragement,  but  not  of  compulsion.  As  in  7-A,  the 
restrictions  on  unionization  should  be  removed.  The  prohibi- 
tions of  interference  and  coercion  should  be  more  specifically 
and  more  clearly  stated.  It  should  be  possible  for  workers  to 
organize  without  fear  of  reprisal,  and  the  government's  role 
should  be  to  prevent  such  reprisals.  This  implies  not  only  a 
clear  statement  of  the  substantive  rules  governing  labor  rela- 
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tions,  but  also  the  establishment  of  the  machinery  for  enforce- 
ment and  administration. 


Enforcement  of  ?-A 

The  labor  boards,  in  more  than  a  hundred  opinions,  have 
made  a  forthright  declaration  of  the  basic  principles  governing 
labor  relations.  They  have  formulated  a  body  of  principles  to 
guide  and  make  the  efforts  of  mediators  more  nearly  uniform. 
They  have  defined  with  clarity  and  precision  the  prohibitions 
upon  employers.  Their  chief  accomplishment  has  been  in  the 
enunciation  of  these  principles,  but  there  is  a  wide  gap  be- 
tween the  courageous  declaration  of  principles  and  their  en- 
forcement. There  has  been  compliance  with  only  a  minority 
of  the  labor  boards'  decisions. 

The  statute  provided  two  methods  of  enforcement:  The 
injunction  and  the  criminal  process.  Without  express  statutory 
sanction,  an  administrative  method  of  enforcement  was  at- 
tempted. The  government  could  have  relied  entirely  upon 
judicial  enforcement.  It  could  have  waged  a  vigorous  battle 
in  the  courts.  Had  the  government  confined  itself  exclusively 
to  judicial  enforcement,  7-A  would  have  shared  the  fate  of 
prohibition.  Litigation  implies  a  battle  to  the  end.  If  you  use 
strong-arm  methods,  you  must  expect  strong-arm  resistance. 
Up  to  July  7,  1934,  the  Labor  Boards  had  disposed  of  2,751 
cases  involving  violations  of  Section  7-A.  It  is  obvious  that  a 
similar  volume  could  not  have  been  disposed  of  by  the  courts. 
Administrative  enforcement  is  based  upon  speedy  adjustment. 
It  involves  to  some  degree  the  element  of  compromise.  I  agree 
that  there  should  not  be,  and  I  think  it  can  safely  be  said  that 
there  has  not  been,  in  the  overwhelming  majority  of  the  cases, 
any  compromise  of  fundamental  principles.  The  administrative 
method  of  enforcement,  however,  because  of  its  speed  and 
informality  and  its  dependence  upon  voluntary  compliance, 
necessarily  breaks  down  in  the  dramatic  cases.  But  the  failure 
in  the  dramatic  cases  is  not  a  fair  measure  of  the  success  of 
the  method.  Congress,  it  must  be  recalled,  did  not  provide  for 
administrative  enforcement.  The  original  Labor  Board  was 
established  by  a  press  release  without  any  power  of  enforce- 
ment. The  new  National  Labor  Relations  Board  was  set  up 
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by  an  executive  order  under  a  joint  resolution  of  Congress 
with  the  power  to  conduct  elections,  but  without  power  to 
compel  compliance  with  its  decisions.  Voluntary  compliance 
was  the  only  method  available,  and  voluntary  compliance  in 
the  run  of  cases  is  not  induced  by  the  "cracking  down"  atti- 
tude. Had  the  government  resorted  to  judicial  enforcement 
alone,  thousands  of  cases  would  have  remained  untouched  and 
undecided.  Delayed  justice  is  no  justice  in  the  labor  field.  Un- 
doubtedly, the  two  methods  could  have  been  concurrently 
utilized.  I  think  that  it  was  a  mistake  not  to  have  pressed 
for  a  decision  on  the  constitutionality  of  7- A  very  early  in 
this  administration.  But  judicial  enforcement  involves  many 
difficulties.  With  respect  to  the  injunction,  there  is  the  difficulty 
of  obtaining  preliminary  relief  on  affidavits  under  the  Weirton 
decision  construing  the  Norris-LaGuardia  Act.  There  is  the 
jurisdictional  difficulty  under  the  venue  statutes  in  suing 
a  corporation  other  than  in  the  place  where  it  was  incorporated. 
This  means  transporting  witnesses  to  a  distant  trial,  far  from 
the  scene  of  controversy.  There  is  the  difficulty  of  obtaining 
affirmative  relief.  Finally,  trials  must  be  had  before  judges 
who  are  not  familiar  with  the  philosophy  underlying  7-A.  On 
the  criminal  side,  cases  must  be  proved  beyond  a  reasonable 
doubt,  and  there  is  the  reluctance  of  juries  to  convict  in  novel 
crimes  not  repugnant  to  their  moral  sense.  And,  finally,  there 
is  the  limitation  in  the  statute  confining  the  criminal  sanctions 
to  transactions  in  or  affecting  interstate  commerce.  Real  en- 
forcement is  thus  only  possible  through  administrative  agencies. 
These  agencies,  however,  must  be  implemented  with  the  power 
to  enforce  their  decisions. 

I  should  propose,  therefore,  ( 1 )  the  adoption  by  Congress 
of  the  substantive  rules  and  principles  enunciated  by  the  Na- 
tional Labor  and  National  Labor  Relations  Boards;  (2)  the 
establishment  of  an  administrative  board  with  the  power  to 
enforce  its  decisions.  This  board  should  have  the  right  to  sub- 
poena witnesses,  to  take  testimony  under  oath,  and  to  render 
binding  orders  which  will  be  reviewable  in  the  courts.  The 
removal  of  Blue  Eagles  is  an  uncertain,  undignified,  uneven, 
and  ineffective  method  of  enforcement,  and  should  be  aban- 
doned. 

The  enlargement  of  the  rights  of  organized  labor  neces- 
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sarily  involves  serious  responsibilities.  It  is  a  familiar  cry  of 
employers  that  7-A  subjects  industry  to  the  tyranny  of  irre- 
sponsible labor  leaders.  While  theoretically  a  labor  union  is 
merely  a  bargaining  agency,  actually  a  union  has  a  real  effect 
upon  the  conduct  of  a  unionized  shop.  A  leadership  which  is 
unenlightened  or  corrupt  not  only  defeats  the  rights  of  the 
workers,  but  may  result  in  the  impairment  or  even  the  de- 
struction of  an  industry.  A  union  employer  must  not  be  placed 
at  a  competitive  disadvantage  with  his  non-union  competitor. 
If  he  is,  the  union  and  the  workers  suffer  together  with  the 
employer.  A  union  which  reduces  the  efficiency  of  a  shop  leads 
to  its  own  destruction.  Labor  conditions  can  only  be  improved 
by  the  creation  and  enlargement  of  our  wealth  rather  than  by 
its  destruction.  The  worst  enemy  of  the  union  movement  to- 
day is  not  the  stubborn  non-union  employer,  but  the  weak  and 
unintelligent  union  leader.  Just  as  the  Securities  Act  resulted 
not  from  the  urgings  of  the  reformer  but  from  the  stupidity 
of  Wall  Street,  so  also  fascist  control  of  labor  unions  will 
come,  not  as  a  result  of  the  yearnings  and  insistence  of  em- 
ployers, but  through  the  lack  of  intelligence  and  foresight  of 
labor  unions.  This  responsibility  must  be  courageously  faced 
and  intelligently  discharged  by  organized  labor.  If  it  is,  a 
regime  of  collective  bargaining  will  be  developed  in  this  coun- 
try that  will  be  the  prelude  to  a  stabilized  and  smoothly  func- 
tioning economic  order. 

Section  7-A  has  not  ushered  in  a  millennium  nor  has  it 
brought  universal  disaster.  It  is  unfair  to  deny  that  some 
progress  has  been  made.  It  should  be  admitted  equally  that 
there  have  been  some  signal  failures.  But  the  experience  with 
7-A  has  clarified  the  issues  and  has  pointed  the  direction  of 
lasting  reform.  In  the  good  will  and  mutual  confidence  bred 
by  education  and  experience  will  be  found  the  solution  of  these 
labor  problems  which  seem  so  baffling  to-day. 


CHAPTER  IX 

WOMEN  IN  INDUSTRY  UNDER  THE 
NATIONAL  RECOVERY  ADMINISTRATION 


ROSE  SCHNEIDERMAN 


BEFORE  discussing  women  workers  under  the  NRA,  it  may 
be  well  to  review  the  conditions  of  women  workers  before  the 
New  Deal.  During  the  depression,  standards  had  broken  down. 
Hours  of  work  were  chaotic,  most  weeks  not  enough  to  enable 
a  worker  to  keep  body  and  soul  together,  other  weeks  as  long 
as  01  longer  than  state  laws  allowed.  Wages  had  been  forced 
back  to  the  levels  of  1908.  Decent  employers  had  to  meet  the 
competition  of  firms  which  set  up  on  a  shoestring,  usually  in  a 
small  town,  and  paid  wages  of  only  a  few  dollars  per  week. 
Women  whose  normal  breadwinners  could  not  get  work  were 
straining  their  eyes  over  homework  all  day  and  half  the  night 
for  a  few  cents  per  hour.  Dues-paying  members  of  labor  unions 
dwindled,  and  the  unions  were  crippled  in  struggling  against 
the  situation. 

The  NRA  has  not  brought  the  millennium,  but  it  has 
helped  to  correct  these  abuses.  Before  stating  what  the  gains 
have  been,  let  me  sketch  in  a  little  of  the  background  of  how 
these  gains  were  secured.  When  the  NRA  began,  a  Labor 
Advisory  Board  was  organized  to  advise  the  Administration 
concerning  the  interests  of  all  workers,  men  and  women,  or- 
ganized and  unorganized.  The  board  itself  is  made  up  mainly 
of  union  officials,  I  am  the  only  woman  on  the  board,  but  I 
am,  by  no  means,  the  only  person  working  for  better  conditions 
for  women.  In  addition  to  the  board  itself,  there  is  a  staff  of 
trained  men  and  women  who  have  followed  every  code  through 
the  process  of  its  making  and  administration,  trying  at  every 
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step  to  improve  conditions  for  men  and  women  workers.  The 
Women's  Bureau  of  the  Department  of  Labor  examined  every 
proposed  code  and  filed  a  report  on  labor  provisions  as  they 
would  affect  women  workers.  Women  in  some  of  the  strong 
state  departments  of  labor  attended  code  hearings  to  contribute 
their  knowledge  of  conditions  and  their  experience  in  admin- 
istering minimum  wages,  homework,  and  child  labor  laws.  Of 
course,  the  officers  of  all  interested  labor  groups  appeared  at 
the  hearings  to  argue  for  better  standards. 

What  has  been  the  result  of  all  this  effort?  First  of  all, 
we  must  remember  that  women  workers  have  shared  the  gains 
of  all  workers — the  abolition  of  child  labor,  the  reduction  in 
working  hours,  the  guarantees  of  collective  bargaining,  and 
the  regulation  of  competition  on  a  nation-wide  basis. 

The  abolition  of  child  labor  is,  of  course,  a  great  gain  to 
all  the  community.  To  the  working  woman  it  means  the  elimi- 
nation of  competition  with  a  particularly  helpless  and  low-paid 
group ;  to  the  working  women  of  the  future  it  means  a  sound 
foundation  in  health  and  longer  schooling. 

The  codes  have  reduced  working  hours  to  a  general  level 
of  forty  per  week  in  manufacturing  industries.  This  meant  an 
increase  in  employment  opportunities  for  the  unemployed.  The 
40-hour,  5-day  week  is  a  special  boon  for  the  working  woman 
who  so  often  has  household  duties  also.  With  an  8-hour  day, 
forty  hours  gives  the  woman  worker  two  days  a  week  for  all 
her  outside  tasks.  In  many  of  the  needle  trades,  code  hours 
have  been  reduced  to  35  or  36 — a  great  gain  in  industries 
which  have  had  such  burdensome  seasonal  overtime  in  the 
past. 

The  labor  unions  in  the  woman-employing  industries  have 
not  been  slow  to  take  advantage  of  Section  7-A  of  the  Recovery 
Act,  which  guarantees  the  right  to  organize.  The  International 
Ladies'  Garment  Workers  Union  has  grown  to  200,000  mem- 
bers; its  previous  highest  membership  was  105,000  in  1920. 
The  Amalgamated  Clothing  Workers  of  America,  the  Milliners' 
Union,  the  United  Textile  Workers,  and  many  other  unions 
have  made  great  gains  in  women  members.  Organization  of 
workers  has  penetrated  to  places  never  touched  before,  espe- 
cially in  the  southern  states. 

The  "codes  of  fair  competition"  have  done  much  for 
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women  workers  by  establishing  minimum  wages  and  maximum 
hours  on  an  industry-wide  and  nation-wide  scale.  Skilled  dress- 
makers in  New  York  City  who  earn  much  more  than  the 
minimum  may  not  seem  to  be  affected  by  that  minimum,  but 
the  fact  that  dressmakers  in  Kansas  City  or  Atlanta  must  be 
paid  at  least  the  minimum  protects  the  higher  earnings  of  the 
women  in  New  York.  The  minimum  wages  set  in  many  codes 
are  much  too  low,  but  they  have  helped  much  in  setting  a 
bottom  for  wages  and  eliminating  the  cut-throat  competition 
of  the  casual  employer. 

In  considering  the  particular  gains  to  women  workers 
under  the  NRA,  I  want  to  discuss  homework  and  sex  differen- 
tials. 

The  codes  have  gone  a  long  way  toward  eliminating 
homework,  with  all  its  evils  of  sweated  labor  of  women  and 
children.  Of  the  first  518  codes,  67  prohibited  homework  on 
the  effective  date  of  the  code,  and  18  prohibited  it  at  some 
later  date.  Six  other  codes  specified  that  homework  is  pro- 
hibited except  in  accordance  with  an  executive  order  of  May, 
1934,  which  specified  that  only  persons  physically  incapaci- 
tated for  work  in  a  factory  or  persons  unable  to  leave  home 
because  of  responsibility  for  invalids  can  do  homework,  and 
then  only  under  certificate  from  an  official  designated  by  the 
United  States  Department  of  Labor.  Ten  codes  limited  home- 
work to  certain  products,  for  example,  handkerchiefs  made 
entirely  by  hand.  Three  further  codes  provided  for  the  control 
of  homework  through  the  wages  to  be  paid,  and  a  group  of 
four  codes  specified  that  the  Code  Authority  should  study  the 
problem  and,  within  a  specified  time,  make  specific  recommen- 
dations for  the  regulation  of  homework.  The  industries  in- 
corporating these  various  homework  provisions  include  those 
whose  peculiar  character  have  made  them  susceptible  to  home 
competition — the  needle  trades,  paper  novelties,  jewelry,  and 
other  small  hand  trades. 

All  this  has  not  been  accomplished  without  a  struggle. 
There  have  been  temporary  setbacks,  as  when  industries  have 
tried  to  postpone  the  effective  date  of  their  homework  aboli- 
tion. Employers  have  been  "shopping  around"  among  the  codes 
which  have  not  yet  abolished  homework.  They  were  all  too 
ready  to  take  advantage  of  the  confusion  that  arose  when 
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homework  in  plaiting  and  stitching,  embroidery  by  the  bonnaz 
machine  and  by  hand  was  abolished  on  June  i,  1934,  but 
embroidery  may  be  done  at  home  under  the  cotton  garment 
and  several  other  codes.  Employers'  associations  have  organized 
their  opposition  to  the  abolition  of  homework,  even  going  so 
far  as  to  organize  a  Homeworkers'  Protective  Association  and 
subsidize  a  pseudo-homeworker  to  go  to  Albany  to  protest 
against  the  abolition  of  homework,  according  to  evidence 
brought  out  at  a  hearing  last  week.  This  employer  opposition 
remains  an  obstacle  which  must  be  combated. 

The  Women's  Bureau  of  the  Department  of  Labor  and 
the  new  Division  of  Labor  Standards  are  cooperating  with 
the  Labor  Advisory  Board  to  enforce  the  homework  provisions 
of  the  codes  and  get  the  conflicts  in  the  homework  provisions 
eliminated. 

Reading  through  all  the  530  codes  which  have  been  ap- 
proved to  date  provides  some  very  interesting  things  on  sex 
differentials.  The  Post-Code  Analysis  Unit  of  the  NRA  ana- 
lyzed the  first  521  codes  and  their  161  supplements  and  411 
amendments.  They  found  335  codes  which  specified  that  'fe- 
male employees  performing  substantially  the  same  work  as 
male  employees  shall  receive  the  same  rates  of  pay  as  male  em- 
ployees." Fifty-four  of  these  codes  added  "and  where  they 
replace  men,  they  shall  receive  the  same  rates  of  earnings  as 
the  men  they  displace."  In  some  industries,  this  provision  has 
served  to  correct  one  of  the  most  unfair  practices  ever  used 
against  women  workers — paying  them  a  lower  piece  rate  than 
men  workers  on  the  same  job.  For  instance,  it  was  brought 
out  at  the  hearing  on  the  rubber  tire  code  that  one  New 
England  factory  paid  women  doing  the  heavy  job  of  tire  build- 
ing only  80  per  cent  of  the  piece  rate  paid  men  for  identical 
work.  This  became  impossible  under  the  code. 

It  is  true  that  we  were  unable  to  prevent  sex  differentials 
in  some  of  the  codes.  The  analysis  I  mentioned  lists  130  codes 
providing  for  differentials  either  directly  on  the  basis  of  sex 
or  indirectly  by  specifying  a  lower  rate  for  "light  work."  The 
difference  varies  from  2>40  to  io0  per  hour,  from  6  per  cent 
to  25  per  cent,  with  50  or  about  12^  per  cent  of  a  400  wage 
as  the  average  differential.  In  addition,  there  are  codes  which 
have  a  hidden  sex  differential  in  a  provision  that  the  minimum 
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rate  is  400  per  hour  except  "that  where  the  hourly  rate  for 
the  same  or  a  similar  class  of  work  on  July  15,  1929,  was 
less  than  400  per  hour,  no  employee  shall  be  paid  at  less 
than  the  rate  per  hour  paid  on  July  15,  1929,  but  in  no  case 
shall  the  rate  per  hour  be  less  than  3  50." 

Most  codes  set  only  minimum  rates,  but  in  some  of  the 
better  organized  industries  minimum  rates  are  set  for  some 
skilled  occupations.  I  am  sorry  to  say  that  in  the  coat  and 
suit  industry  a  higher  guaranteed  minimum  rate  is  set  for  men 
operators  than  for  women:  $1  per  hour  for  men  and  90$ 
per  hour  for  women.  Since  the  women  are  paid  on  the  same 
piece  rates  as  men,  a  woman  earning  $1  or  $1.05  per  hour  on 
piece  work  would  receive  the  same  pay  as  a  man  making  the 
same  amount  of  work. 

It  is  hard  to  evaluate  the  gains  which  have  been  made 
in  reducing  sex  differentials.  We  know  what  they  are  now, 
but  we  do  not  know  what  they  were  before  the  NRA.  My 
own  firm  conviction  is  that  rates  for  men  and  women,  like 
rates  for  Northern  and  Southern  workers,  have  been  brought 
nearer  together.  The  fight  against  sex  differentials  must  go  on. 

Figures  on  wages  and  hours  of  women  workers  before 
and  after  the  codes  are  not  yet  available.  The  Women's  Bureau 
of  the  Department  of  Labor  has  made  studies  of  conditions 
before  the  codes,  but  has  not  yet  published  any  such  studies 
of  a  post-code  period.  The  census  of  manufactures  and  the 
trends  of  employment  and  payrolls  issued  monthly  by  the 
Bureau  of  Labor  Statistics  do  not  separate  men  and  women 
workers. 

What  has  happened  in  all  manufacturing  industries  and 
particularly  in  the  women-employing  industries  will  show,  in 
general,  what  is  happening  to  women  workers.  Though  em- 
ployment in  all  manufacturing  industries  in  September  of  this 
year  was  not  up  to  the  level  of  a  year  ago,  the  average  for 
the  first  nine  months  of  1934  showed  an  increase  of  35  per 
cent  over  employment  in  March,  1933,  which  marked  the  low 
point  of  the  depression  period.  Working  hours  have  decreased 
from  an  average  of  forty  in  the  seven  months  of  1933  before 
the  NRA  to  an  average  of  34.5  in  the  first  nine  months  of 
1934.  Hourly  earnings  have  increased  from  42$  in  the  1933 
pre-code  months  to  55.40  in  the  first  three-quarters  of  1934. 
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During  the  same  period,  the  six  and  three-quarters  million 
workers  in  manufacturing  averaged  34.5  hours  and  $18.89 
per  week,  compared  with  39.4  hours  and  $16.85  for  five  and 
one-quarter  million  workers  in  1933  before  the  NRA.  The 
women  workers  have  shared  in  these  gains. 

Now  let  us  take  some  specific  illustrations  from  industries 
employing  large  numbers  of  women  workers.  The  textile  in- 
dustries employ  several  hundred  thousand  women  workers. 
The  NRA  brought  them  a  great  reduction  in  hours — from  a 
working  week  of  48  to  55  hours  to  a  maximum  of  40.  The  code 
for  the  cotton  textile  industry  provided  that  no  worker  should 
be  paid  less  for  the  40-hour  week  than  he  had  earned  pre- 
viously for  the  longer  week  prevailing  before  the  code,  and 
in  no  case  less  than  $12  in  the  South  and  $13  in  the  North 
for  a  40-hour  week.  Most  women  workers  had  earned  less 
than  these  minimum  wages,  so  the  code  promised  them  a  raise 
to  $12  or  $13  per  week.  Unfortunately,  the  industry  has  cur- 
tailed operations,  reducing  hours  from  forty  to  thirty  for  four 
months  during  the  first  year,  without  any  adjustment  of  wages. 
Thus  it  happens  that  though  hourly  earnings  in  the  cotton 
textile  industry  have  increased  70  per  cent,  actual  weekly 
earnings  for  all  workers,  men  and  women,  North  and  South, 
averaged  only  $12.67  for  the  first  twelve  months  of  the  code. 
It  is  clear  that  the  cotton  textile  industry  must  be  stabilized 
before  the  NRA  will  bring  the  two  hundred  thousand  women 
who  work  in  cotton  mills  any  appreciable  benefit. 

The  shirt  industry  employs  over  50,000  workers,  more 
than  90  per  cent  of  them  women.  Low  wages  prevailed  in  this 
industry  before  the  NRA.  In  an  investigation  made  by  the 
Women's  Bureau  in  June,  1933,  half  of  the  women  were  found 
to  be  earning  less  than  $7.30  per  week.  Half  the  women  in 
New  York — the  best  state — earned  $8.70  or  more,  but  half 
in  Delaware — the  lowest  state — made  less  than  $5.40.  The 
Bureau  of  Labor  Statistics  reports  that  average  hourly  earn- 
ings in  shirts  and  collars  for  the  first  ten  months  of  1933  were 
28.30;  f°r  the  first  ten  months  of  1934  they  were  38.60.  Per 
capita  weekly  earnings  varied  from  $8.60  to  $10.39  m  the  1933 
months  before  the  code,  but  have  averaged  $12.75  on  shorter 
hours  during  1934.  This  is  far  from  a  satisfactory  wage,  but 
it  represents  a  significant  improvement  for  a  large  number  of 
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low-paid  workers.  Shirt  workers  went  on  a  36-hour  week  De- 
cember i,  1934. 

In  the  knit  goods  industry  (including  hosiery,  underwear, 
and  knitted  outerwear),  which  is  conservatively  estimated  to 
employ  more  than  50  per  cent  women,  hourly  earnings,  which 
averaged  approximately  31^  per  hour  in  1933  before  the  code, 
since  the  approval  of  the  code  have  consistently  maintained  a 
level  above  440  an  hour,  averaging  460  per  hour  for  the  first 
ten  months  of  1934.  Average  hours  worked  per  week  are  ap- 
preciably lower  since  the  approval  of  the  code,  averaging  42 
for  the  pre-code  months  of  1933  as  compared  with  33  hours 
in  the  first  ten  months  of  1934,  but  weekly  earnings  are,  on 
the  average,  $2.65  more. 

Because  of  the  large  numbers  of  women  in  retail  stores 
and  in  office  jobs,  it  is  important  to  know  what  the  NRA  has 
brought  women  in  these  occupations.  No  figures  are  available 
to  show  what  has  happened.  The  retail  code  undoubtedly  re- 
duced working  hours,  though  many  women  in  stores  are  work- 
ing 44  and  48  hours,  longer  hours  than  women  in  factories. 
The  minimum  weekly  wage  set  in  the  retail  code — $14  to  $15 
in  cities  over  500,000,  depending  on  the  hours  the  store  is  open, 
and  less  in  smaller  cities — undoubtedly  brought  up  the  earn- 
ings of  women  in  such  low-paid  establishments  as  five-and- 
ten-cent  stores,  but  could  not  be  expected  to  make  much 
difference  to  department-store  workers. 

The  office  workers  have  probably  profited  little  through 
the  NRA.  Time  was  when  white-collar  workers  normally 
worked  shorter  hours  than  factory  workers,  but  now  some 
codes  provide  longer  hours  for  office  workers  than  for  pro- 
ductive employees.  The  minimum  wages  set  for  these  workers 
in  the  codes  for  banks  and  manufacturing  industries,  for  in- 
stance, seem  too  low  to  increase  earnings  for  any  large  num- 
ber of  office  workers.  Some  large  groups  of  office  workers — 
for  instance,  in  telephone  and  telegraph  and  electric  light  and 
power  establishments — are  still  outside  the  codes.  Other 
groups,  such  as  those  in  insurance  companies,  are  working 
under  the  President's  Reemployment  Agreement,  which  estab- 
lished minimum  rates  of  $13  to  $15,  with  differentials  for 
North  and  South  and  for  size  of  city.  The  failure  of  office 
workers  to  gain  through  the  NRA  is  easily  understood,  since 
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they  are  typically  unorganized  and  unable  to  bargain  collec- 
tively to  better  their  conditions. 

In  concluding  this  brief  discussion  of  women  in  industry 
under  the  NRA,  I  want  to  direct  your  attention  to  the  problems 
ahead.  We  have  made  gains:  I  am  sure  of  that.  Eternal  vigi- 
lance is  the  price  of  further  gains — vigilance  on  the  part  of 
the  interested  officials  in  Washington  and  on  the  part  of  all 
working  women  in  their  trade  organizations.  We  know  now  that 
new  difficulties  appear  from  time  to  time.  Homework  is  pro- 
hibited by  codes  in  the  industries  where  it  has  been  most 
rampant,  but  it  crops  up  in  industries  where  no  one  thought 
to  prohibit  homework.  For  instance,  some  woolen  mills,  un- 
willing to  pay  the  minimum  wage  for  "mending,"  that  is, 
weaving  in  loose  ends,  have  arranged  to  have  their  old  workers 
do  the  job  in  their  homes  at  lower  rates.  Investigators  from 
the  Women's  Bureau  report  seeing  homes  so  piled  with  bolts 
of  cloth  that  the  family  could  scarcely  move.  This  is  just  one 
illustration  of  the  sort  of  condition  that  must  be  guarded 
against. 

As  a  veteran  trade  unionist,  I  am  fully  convinced  that 
the  most  lasting  gains  for  women  workers  will  come  through 
organization  of  working  women.  The  industries  that  got  35- 
hour  codes  with  guaranteed  wages  above  the  minimum,  were 
those  with  effective  labor  organizations.  Whatever  form  the 
NRA  takes  in  the  future,  this  condition  will  continue.  There- 
fore, those  of  us  who  want  to  consolidate  the  gains  we  have 
made  for  women  in  industry  under  the  NRA  and  go  forward 
to  further  gains  are  committed  to  a  policy  of  organization, 
more  organization,  and  still  more  organization. 


CHAPTER  X 

WORKERS'  ORGANIZED  ACTION 
TO  RAISE  STANDARDS  OF  LIVING 


REPORT  BY  FRANK  PALMER 


OF  A  SYMPOSIUM  BY  SPOKESMEN  1  FOR  COAL  MINERS,  AUTO- 
MOBILE WORKERS,  STEEL  WORKERS,  TEXTILE  WORKERS,  AND 
PROFESSIONAL  WORKERS   AND  TECHNICIANS 

THE  National  Industrial  Recovery  Act,  one  of  the  laws  of  the 
so-called  New  Deal  in  the  United  States,  contained  a  clause  which 
gave  workers  the  right  to  organize  and  to  bargain  collectively  through 
representatives  of  their  own  choosing.2  To  European  readers  it  will 
no  doubt  be  surprising  that  such  a  right  should  need  to  be  established 
by  a  law  passed  in  1933.  But  it  is  true  that  in  American  industry 
opposition  to  trade  unions  has  been  constant  and  intense  on  the 
part  of  the  important  large-scale  corporations.  Hence  this  piece  of 
legislation  actually  prescribed  a  new  pattern  in  American  industrial 
relations. 

In  the  IRI  Regional  Study  Conference  on  Social  Economic  Plan- 
ning, provision  was  naturally  made  for  presentation  of  the  workers' 
point  of  view  with  reference  to  current  economic  policies  in  the 
United  States.  A  symposium  was  arranged,  with  spokesmen  for  coal 
miners,  miners'  wives,  automobile  workers,  steel  workers,  textile  work- 
ers, and,  as  an  interesting  sign  of  the  times,  professional  workers  and 
technicians.  The  symposium  was  informal,  but  vivid  for  the  audience. 
This  chapter  undertakes  to  present  in  the  words  of  these  workers 
what  they  had  to  say  on  the  subjects  discussed  in  other  chapters  by 
government  officials,  technicians,  and  a  representative  of  employers  in 
the  code  authorities  charged  with  enforcement  of  the  National  In- 
dustrial Recovery  Act. 

1  These  spokesmen  were  Barbara  Rade  and  Joseph  Rade  for  coal 
miners;  Otto  Kleinert  for  automobile  workers;  William  Long  for  steel 
workers;  Elizabeth  Nord  for  textile  workers;  and  Jules  Korchien  for 
professional  and  technical  workers. 

2  This  is  Section  7a,  printed  as  footnote  on  page  151. 
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The  program-makers  believed  that  the  testimony  of  workers  was 
important  as  direct  evidence  of  the  effect  of  the  law  upon  them, 
and  also  that  in  the  concept  of  economic  planning  to  raise  standards 
of  living  it  would  be  pertinent  to  consider  the  extent  to  which  so-called 
planning  under  the  New  Deal  gives  scope  for  workers'  control.  In  this 
chapter  the  workers  speak  for  themselves. 

THE  EDITORS 

GREAT  promises  were  held  out  to  workers  by  the  New  Deal, 
especially  the  promise  that  they  should  have  the  right  to 
organize  in  unions  of  their  own  choice,  free  from  employers' 
domination,  that  low  wages  would  be  bettered  and  the  standard 
of  living  raised.  However,  "it  is  plain  that  workers  have  not 
been  given  that  protection,"  and  "in  all  too  many  cases  the 
minimum  wage  applies  to  skilled  and  unskilled  alike,  and 
the  tendency  is  for  the  minimum  to  become  the  maximum," 
so  that  workers'  families  find  themselves  "living  under  condi- 
tions which  are,  in  many  cases,  worse  than  they  were  thirty 
years  ago." 

This  testimony  was  given  to  the  conference  by  repre- 
sentatives of  the  steel,  textile,  coal-mining,  and  automobile 
industries. 

Mrs.  Barbara  Rade,  daughter  of  a  coal  miner  and  wife 
of  a  miner,  testified  that  her  family  is  living  now  much  as  her 
mother's  family  lived  when  she  was  born  twenty-seven  years 
ago. 

"You  hear  so  much  about  the  NRA,  what  it's  doing  for 
the  workers,"  she  said.  "Has  it  solved  the  problem  of  the  un- 
employed? It  has  not.  Has  it  bettered  conditions?  It  has  not. 
Conditions  are  in  many  cases  worse  even  than  they  were 
when  I  was  born,  which  takes  me  back  twenty-seven  years. 
The  houses  then  were  nothing  but  shacks  built  of  boards — 
no  plaster  on  the  walls.  The  house  that  I  live  in  now  is  little 
different.  The  roof  leaks.  Most  of  the  plaster  has  come  off 
the  walls.  There  isn't  any  running  water.  We  have  no  bath- 
tub. I  cook  on  a  coal  stove,  just  as  mother  did.  My  mother 
used  kerosene  lamps,  and  so  do  I.  Many  a  night  we  have  to 
go  to  bed  right  after  dark  because  we  do  not  have  the  fifteen 
cents  for  a  can  of  kerosene.  We  have  movies;  but  they  cost 
ten  cents,  and  when  you  haven't  the  dime  you  stay  at  home. 

"After  we  pack  the  kids  off  to  bed  we  usually  piece  quilts 
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if  we  have  scraps  of  material.  We  do  mending.  We  have  plenty 
to  do,  too.  We  bake  our  own  bread.  We  can't  afford  to  buy 
it.  We  iron  with  an  old-fashioned  iron  heated  on  a  coal  stove, 
and  wash  in  galvanized  iron  tubs  with  water  carried  from  the 
pump.  In  the  summer  we  have  a  little  garden,  and  in  the  fall 
we  can  stuff  to  help  through  the  winter. 

"Miners  are  either  unemployed  and  live  on  relief  alto- 
gether, or  they  work  part  time  and  in  many  cases  have  to  get 
relief  to  keep  going.  That  means  that  those  who  are  listed 
as  having  jobs  live  on  the  relief  standard.  We  have  three  kids. 
For  the  five  of  us  we  get  $5.75  a  week.  I  need  a  twenty-five- 
pound  sack  of  flour.  That's  a  dollar.  If  I  can,  I  spend  seventy- 
five  cents  a  week  for  fruit  for  the  youngsters.  By  the  time  I 
buy  washing  materials,  kerosene,  beans,  and  potatoes,  if  I  get 
meat  twice  a  week  I  am  doing  well. 

"Yet  under  these  conditions  most  of  the  miners  raise  large 
families.  Very  few  of  the  women  have  any  knowledge  of  birth 
control.  It  is  unheard  of  to  go  to  the  hospital  for  a  confinement. 
Children  are  born  in  the  shacks,  and  many  of  the  mothers  get 
up  the  second  or  third  day  to  take  care  of  the  house  and  the 
children.  The  woman  next  door  to  us  has  just  had  her  ninth 
child.  She  didn't  know  what  to  do.  She  dared  not  call  the 
doctor,  because  she  owed  him  for  the  last  baby.  And  she 
couldn't  call  the  midwife,  because  she  owed  her  for  the  baby 
before  that. 

"What  does  it  make  of  us  to  have  to  live  on  less  than  a 
dollar  a  day?  Nothing  but  paupers.  Although  we  live  in  one 
of  the  richest  valleys  in  the  world,  we  miners  are  the  poorest 
folks.  Why  ?  Because  we  produce  the  wealth,  not  for  ourselves 
but  for  others. 

"We  miners'  wives  are  one  hundred  per  cent  for  the  union. 
Every  day  of  our  lives  we  fight  poverty.  Even  when  our  men 
have  work  we  don't  live  like  people  in  the  cities.  They  say  a 
lot  of  other  folks  are  bad  off  now,  and  I  know  it's  true.  But 
then  I  say  this:  if  a  storekeeper's  wife  or  a  professor's  wife 
kicks  more  about  her  poverty  than  a  miner's  wife,  it's  because 
the  miner's  wife  has  been  so  long  used  to  it." 

Her  husband,  Joseph  Rade,  told  the  man's  side  of  the 
life  in  the  coal  regions. 

"I  was  born  in  a  mining  community  in  Fayette  County, 
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Pennsylvania,  the  center  of  the  captive  mines  owned  by  the 
big  steel  corporations,"  he  said.  "I  have  lived  there  all  my 
life  and  have  worked  in  the  mines  fifteen  years.  My  friends  are 
miners,  my  neighbors  are  miners,  my  wife  is  a  miner's  daugh- 
ter. The  miners  had  the  depression  several  years  before  1929. 
In  1926  the  Pittsburgh  Coal  Company  repudiated  their  agree- 
ment with  the  union,  reduced  wages,  and  shipped  in  scabs.  By 
1927  the  union  was  wiped  out  in  our  part  of  the  country. 
Wages  kept  going  down.  After  1929  things  got  even  worse. 
Those  that  were  lucky  enough  to  have  jobs  got  only  a  few 
days'  work  in  a  two  weeks'  pay.1  And  with  no  union  to  stop 
it,  wages  kept  going  down  and  down,  until  it  made  no  differ- 
ence whether  you  worked  or  not.  You  made  nothing  either 
way. 

"When  the  NIRA  was  passed,  the  miners  jumped  at  the 
chance  to  get  organized.  Lots  of  people  said  the  miners  sure 
worked  fast.  You  bet  we  did.  We  had  to  do  something  so  as 
not  to  starve.  In  some  mines  men  were  digging  coal  for  as 
low  as  twenty-seven  cents  a  ton,  making  one  dollar  and  fifty 
cents  to  two  dollars  for  a  day  of  long  hours.  There  was  no 
trouble  organizing  the  miners  last  year.  No  one  had  to  tell 
us  what  the  union  meant. 

"The  NRA  was  only  a  little  over  a  month  old  when  we 
struck  for  recognition  of  the  union,  and  we  had  with  us  the 
men  in  the  steel  companies'  captive  mines,  where  the  company 
guards  had  been  able  to  keep  the  miners  from  organizing  for 
many  years.  These  men  were  given  an  election  by  the  National 
Labor  Board  in  November,  but  that  didn't  settle  the  thing. 
It  isn't  settled  yet.  Many  men  are  out  of  work  now  because 
of  union  activity." 

He  told  how  the  captive  mine  workers  had  fought  the 
great  steel  companies  until  President  Roosevelt  sent  his  per- 
sonal representative,  Edward  A.  McGrady,  American  Federa- 
tion of  Labor  leader  and  Assistant  Secretary  of  Labor,  to 
assure  the  men  that  if  they  put  their  confidence  in  the  president 
and  left  their  grievances  with  the  Labor  Board  all  would  be 
well.  The  men  went  back.  Then  "the  coal  companies  began  a 
system  of  discrimination.  Those  who  were  active  in  the  union 

1  Pay-day  comes  every  two  weeks. 
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mines  were  refused  jobs  and  forced  to  move  from  the  coal 
towns." 

Soon  the  miners  struck  again.  The  strike  spread  over  the 
whole  of  western  Pennsylvania,  and  again  the  leaders  of  the 
union  brought  the  men  back  to  the  mines  without  a  victory. 
The  steel  companies  had  won.  There  were  more  wholesale 
evictions  and  layoffs.  Families  are  living  in  coke  ovens.  "Over 
half  of  the  men  in  the  coke  region  are  now  members  of  the 
Brotherhood,  the  company  union.  The  promise  that  the  Presi- 
dent made  in  the  summer  of  1933  has  not  yet  been  kept." 

Otto  Kleinert,  once  a  company  union  representative  in  a 
General  Motors  plant  and  later  a  leader  in  the  Automobile 
Workers'  union  said:  "The  automobile  workers  realize  that 
labor  must  look  to  itself  for  its  preservation."  Behind  that 
conclusion  are  two  years  of  disillusioning  experiences.  "I  have 
worked  fifteen  years  for  General  Motors,"  Kleinert  said.  "In 
all  that  time  up  to  the  passage  of  the  NIRA  no  employee 
organizations  were  permitted.  Shortly  after  the  passage  of  the 
NIRA  the  bulletin  board  at  the  plant  announced  an  election  of 
employees'  representatives  to  a  works  conference.  I  had  never 
belonged  to  a  union,  and  was  elected  one  of  the  nine  repre- 
sentatives. I  felt  it  my  duty  to  attend  company  union  meetings 
with  an  open  mind,  in  the  earnest  hope  that  labor  would  be 
given  an  opportunity  to  express  its  needs.  But  continued  efforts 
to  remedy  inequalities  were  rebuffed,  and  only  matters  per- 
taining to  safety,  plant  housekeeping,  and  so  forth  were  greeted 
with  enthusiasm  by  the  management. 

"The  matter  was  brought  to  a  head  by  a  motion  I  made 
at  a  meeting  on  a  question  of  changing  shifts.  The  plant  man- 
ager, who  attended  all  meetings,  contrary  to  the  constitution 
of  the  works  conference  plan,  said:  'There  will  be  no  voting 
in  this  conference.' 

"That  statement  indicated  what  the  future  held  in  store 
for  honest  bargaining,  and  led  to  the  formation  of  a  plant 
union,  independent  of  company  influence.  Soon  an  unusually 
skilled  man,  a  member  of  our  union,  was  discharged.  He  had 
made  a  speech  at  a  union  meeting,  and  the  employment  man- 
ager had  been  across  the  street  from  the  hall.  Discrimination 
and  intimidation  were  glaringly  evident.  Efforts  of  our  union 
to  get  this  man  reinstated  proved  futile.  This,  coupled  with 
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a  misapplication  of  a  general  wage  increase,  forced  us  to  strike. 
Our  appeal  to  the  Automobile  Labor  Board  brought  no  result. 
A  strike  in  a  key  plant  of  the  company  in  Cleveland,  organized 
under  the  American  Federation  of  Labor,  brought  contacts 
with  those  workers  and  led  to  our  affiliation  with  the  A.  F. 
of  L. 

"The  evils  that  afflicted  the  automobile  workers  have  not 
been  remedied.  But  through  the  new  National  Council  of  the 
United  Automobile  Workers  the  men  can  obtain,  by  united 
action,  that  to  which  they  are  entitled. 

"The  company  union  is  all  that  the  name  implies — 
financed  entirely  by  company  funds,  governed  entirely  by  plant 
management.  Its  sponsorship  at  once  leaves  it  open  to  honest 
doubt  and  criticism.  Our  experience  demonstrates  that  it  can- 
not take  the  place  of  a  real  union  of  the  workers." 

The  same  story  of  faith  first  in  the  NRA  and  then  in  the 
President,  and  the  tragic  consequences  in  hundreds  of  workers' 
lives — loss  of  jobs,  blacklist,  evictions,  and  hunger — was  told 
for  the  steel  industry  by  William  Long,  president  of  the 
famous  local  union  of  steel  workers  at  Weirton,  West  Virginia, 
which  has  carried  on  possibly  the  most  aggressive  fight  in  the 
country  to  test  out  the  government's  promises. 

"I  went  to  work  in  the  Weirton  steel  mills  at  the  age  of 
eleven,"  Long  said.  "At  that  time  there  was  a  twelve-hour  day 
for  nearly  every  one  in  the  mill,  and  sometimes  seven  days  a 
week.  The  Weirton  Steel  Company  has  always  refused  to  rec- 
ognize a  union,  even  though  the  men  struck  for  a  union  in  19 13 
and  again  in  19 19.  In  recent  years  hours  have  been  reduced, 
but  this  was  accompanied  by  a  further  speed-up,  so  that  the 
company  gets  the  same  production  or  more  than  before. 

"When  the  NRA  came  along,  the  opportunity  to  organize 
was  grasped  eagerly.  Company  thugs,  an  almost  complete  spy 
system,  and  company  ownership  of  the  town  had  prevented 
any  organization  before  this.  The  move  to  organize  was  so 
spontaneous  that,  beginning  the  first  of  July,  by  the  end  of 
September  over  eight  thousand  of  the  ten  thousand  at  the 
Weirton  plants  were  union  members.  Then  the  company  set 
up  a  company  union. 

"The  union  asked  recognition  and  settlement  of  grievances1 
as  to  hours,  wages,  and  working  conditions.  The  company 
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would  deal  only  through  the  company  union.  The  result  was 
a  general  strike,  with  the  sending  in  of  state  police  and  the 
breaking  up  of  picket  lines  with  clubs  and  tear  gas.  On  appeal 
from  the  strikers,  the  National  Labor  Board  drew  up  an 
agreement,  accepted  both  by  the  strikers  and  by  the  company, 
which  provided  that  all  men  should  return  to  work  without 
discrimination  and  that  an  election  should  be  held  to  choose 
collective  bargaining  representatives.  Within  a  week  the  com- 
pany began  to  discharge  active  union  men,  over  six  hundred 
altogether.  The  company  refused  to  let  the  Labor  Board  rep- 
resentatives prescribe  the  methods  of  election,  and  defied  the 
Board.  The  election  machinery  was  in  the  hands  of  the  com- 
pany union  and  the  management.  The  union  had  no  candidates 
and  ignored  the  election. 

"General  Johnson  threatened  to  take  the  Blue  Eagle  from 
the  company,  but  no  action  was  taken  until,  after  a  visit  from 
a  committee  of  workers,  the  President  issued  an  executive 
order  for  another  election.  This  came  to  nothing  when  the 
company  refused  access  to  the  payrolls  as  the  basis  for  a  list 
of  voters. 

"The  company  successfully  defied  the  government,  and 
on  March  1  the  case  was  turned  over  for  prosecution,  the  trial 
beginning  October  2,  practically  a  year  after  the  strike.  Final 
arguments  went  over  to  1935.  Meanwhile  six  hundred  are 
blacklisted  in  the  Weirton  plant,  twelve  hundred  are  locked 
out  of  the  Clarksburg  plant,  and  many  are  out  of  the  Steuben- 
ville  plant. 

"We  accepted  Section  7-A  as  a  guarantee  by  the  Federal 
government  that  our  rights  to  organize  and  bargain  collectively 
would  be  protected.  We  have  not  been  given  that  protection. 
In  ninety-five  per  cent  of  the  steel  industry  the  men  are  forced 
to  work  under  conditions  prescribed  by  the  corporations 
through  the  company  unions.  There  can  be  no  truce  nor  peace 
in  the  steel  industry  until  the  workers  adjust  their  grievances 
through  a  union  of  their  own  choice." 

The  cotton  textile  industry,  first  to  come  under  a  code, 
and  scene  of  the  largest  strike  under  the  New  Deal,  was  de- 
scribed by  Elizabeth  Nord,  an  organizer  for  the  United  Textile 
Workers  of  America. 

"Some  four  hundred  thousand  textile  workers  eagerly, 
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anxiously,  awaited  the  adoption  of  this  first  code  in  the  cotton 
industry  and  the  other  codes  covering  various  textile  branches," 
she  said.  "We  were  to  be  protected  in  our  right  to  join  a  union, 
the  cursed  stretchout  was  to  stop,  and  there  was  the  promise 
of  the  wages  of  decent  living. 

"It  has  been  said  that  the  codes  were  life  savers  to  the 
industry,  that  the  employers  snatched  at  them  as  at  life  pre- 
servers. But  for  the  workers  the  labor  provisions  have  been, 
for  the  most  part,  meaningless  phrases.  In  June,  1934,  there 
were  thirty-two  thousand  fewer  on  payrolls  than  in  August, 
1933,  the  month  after  the  code  went  into  effect.  Hours  have 
been  reduced,  with  no  wage  increase  to  offset  the  decrease  in 
hours.  Instead  of  reemployment  we  have  more  skilled  workers 
on  relief. 

"Under  the  NRA  a  new  interest  has  developed  in  union- 
ism; industry's  answer  has  been  wholesale  discrimination. 

"The  stretchout  means  that  where  a  cotton  weaver  used 
to  run  twelve  to  thirty  looms,  he  now  runs  seventy  to  one  hun- 
dred ;  where  a  spinner  used  to  operate  six  sides  he  now  oper- 
ates eleven  or  twelve  of  the  same  class.  Many  silk  weavers 
operate  six  to  twelve  looms  for  less  pay  than  they  received  for 
running  four. 

"The  question,  'Why  did  the  textile  workers  strike?'  can 
best  be  answered  by  a  review  of  the  wages  paid.  The  average 
wage  paid  cotton  workers  in  June,  1934,  was  ten  dollars  and 
eighty-six  cents.  The  cotton  code  provides  for  a  thir teen-dollar 
minimum,  but  there  are  too  many  exceptions.  Too  many  work- 
ers are  receiving  nine  dollars,  ten  dollars,  and  eleven  dollars 
for  a  forty-four-hour  week.  In  addition,  they  are  not  working 
a  full  week,  living  costs  are  higher  than  they  were  before  the 
code,  and  rents  have  been  increased  in  mill  villages.  Skilled 
workers  were  to  receive  increases,  but  the  tendency  is  for  the 
minimum  wage  to  become  the  maximum." 

The  technical  workers  are  "in  the  same  camp"  with  the 
industrial  workers,  Jules  Korchien,  of  the  Federation  of  Archi- 
tects, Engineers,  Chemists,  and  Technicians,  told  the  confer- 
ence. Most  of  the  technical  men  feel  their  kinship  with  the 
workers,  he  added. 

"Technical  men  working  in  architecture,  engineering, 
chemistry,  have  been  like  the  proverbial  ostrich,  and  they  are 
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just  pulling  their  heads  out  of  the  sand,"  he  said.  "Up  to  six 
years  ago,  the  training  they  received  in  college  and  the  jobs 
they  received  outside  prompted  them  to  assume  the  psychology 
of  the  boss.  There  was  always  an  opportunity  to  graduate  from 
thirty-five  or  forty-five  dollars  a  week,  which  a  man  got  after 
college,  to  seventy-five,  one  hundred,  or  two  hundred  dollars. 
There  were  no  limits  except  his  own  ability.  So  he  was  taught 
and  so  he  believed. 

"When  six  years  ago  unemployment  began  and  they  were 
thrown  out  of  work  in  droves,  it  was  something  new;  but  for 
a  while  they  believed  with  Hoover  that  prosperity  was  just 
around  the  corner.  The  answer  is  the  Federation — we  haven't 
the  word  'union'  in  our  name  yet. 

"Technicians  are  fond  of  plans.  They  went  into  plans  for 
housing,  public  works,  etc.,  as  a  means  toward  getting  jobs. 
In  studying  these  problems  they  found  that  they  must  have 
the  support  of  other  workers,  of  unions.  They  helped  form 
the  Workers'  Federation  for  Housing. 

"The  majority  of  technical  men  are  employed  by  Federal, 
state,  or  municipal  governments,  and  with  the  economy  pro- 
gram we  find  that  civil  service  is  no  protection  for  jobs  or 
salaries.  Men  are  taken  from  relief  rolls  and  put  on  civil 
service  jobs — but  at  relief  pay.  We  find  the  Federal  govern- 
ment approving  a  project  for  soil  erosion  whereby  college 
graduates  will  be  hired  at  forty  cents  an  hour,  made  to  go  to 
school  for  six  months  to  a  year,  and  after  that  given  a  sub- 
professional  appointment,  with  a  salary  range  of  ten  hundred 
eighty  dollars  to  eighteen  hundred  dollars  a  year. 

"So  we  have  organized.  We  have  six  thousand  members 
throughout  the  country.  We  hope  to  do  a  lot  from  now  on." 
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WHEN  we  attempt  to  study  the  efforts  and  plans  for  self- 
government  in  industry  which  have  been  put  into  effect  dur- 
ing the  past  twenty-one  months,  we  find  our  investigation 
trebly  difficult  because  of  the  extent,  complexity,  and  ever- 
changing  features  of  the  moves  that  have  been  made.  The 
situation  in  which  a  reviewer  sees  himself  is  not  unlike  that 
of  a  passenger  on  a  ship  in  the  midst  of  a  storm  at  sea,  trying 
to  predict  whither  he  will  be  driven  by  the  forces  of  the 
winds  and  waves.  Or,  again,  it  is  not  unlike  that  of  a  citizen 
who  is  trying  to  estimate  the  damage  done  by  a  tropical 
hurricane  while  the  gale  is  still  blowing. 

In  view  of  this  situation,  this  study  is  confined  to  ( i )  the 
steps  in  self-government  initiated  through  the  codes  of  fair 
practice  of  the  National  Recovery  Administration,  and  (2)  to 
those  codes  which  apply  to  the  manufacturing  branches  of 
industry. 

The  National  Industrial  Recovery  Act  was  approved  by 
the  President  on  June  16,  1933.  In  the  preamble  its  purpose  is 
declared  to  be: 

To  encourage  national  industrial  recovery,  to  foster 
fair  competition,  and  to  provide  for  the  construction  of 
certain  useful  public  works,  and  for  other  purposes. 

Section  3  of  the  act  provides  for  the  approval,  by  the 
President,  of  codes  of  fair  practice  applied  for  by  trade  or 
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industrial  associations  or  groups,  if  such  associations  or  groups 
impose  no  inequitable  restrictions  on  admission  to  membership, 
and  if  the  codes  are  not  designed  to  eliminate  or  oppress  small 
enterprises.  Section  4  provided  for  the  licensing  of  business 
enterprises  in  order  to  make  effective  a  code  of  fair  competi- 
tion. This  provision  was  never  enforced,  and  ceased  to  be 
effective  one  year  from  the  date  of  signing  the  act.  Section  5 
provides  that  any  action  complying  with  the  provisions  of  the 
act  "shall  be  exempt  from  the  provisions  of  the  anti-trust  laws 
of  the  United  States." 

At  the  time  the  act  was  signed,  the  President  made  a 
lengthy  statement  concerning  its  purpose.  He  said : 

"The  law  I  have  just  signed  was  passed  to  put  people 
back  to  work — to  let  them  buy  more  of  the  products  of 
farms  and  factories  and  start  our  business  at  a  living  rate 
again.  This  task  is  in  two  stages — first,  to  get  many  hun- 
dreds of  thousands  of  the  unemployed  back  on  the  pay- 
roll by  snowfall,  and  second,  to  plan  for  a  better  future 
for  the  longer  pull." 

The  first  stage  of  this  program  became  the  Blue  Eagle 
drive  for  reemployment.  The  second  stage  became  the  National 
Recovery  Administration,  the  codes  of  fair  practice  approved 
upon  its  recommendation,  and  the  administration  of  these 
codes.  With  this  second  stage  we  are  now  concerned. 

For  an  understanding  of  the  codes  of  fair  practice,  several 
threads  of  influence  must  be  picked  up  and  considered. 

For  years  business  men  have  been  in  favor  of  business 
regulation,  controlled  production,  and  uniform  trade  practices, 
including  uniform  prices.  Up  to  1933  the  Federal  government 
had  been  opposed  to  such  regimentation,  except  during  the 
emergency  of  the  World  War.  Then  the  Conservation  Division 
of  the  War  Industries  Board  took  mandatory  action  to  stop 
nonessential  uses  of  labor,  capital,  materials,  and  equipment 
in  all  industries.  These  restrictive  measures  brought  substantial 
savings  and  increased  effectiveness  of  operation. 

After  the  end  of  the  war,  many  industries  wished  to  con- 
tinue under  such  regulations.  The  Division  of  Simplified 
Practice  was  established  in  the  Bureau  of  Standards  of  the 
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Department  of  Commerce.  Its  purpose  was  to  act  as  a  cen- 
tralizing and  coordinating  agency  to  bring  together  producers, 
distributors,  and  users,  to  cooperate  in  developing  the  best 
thought  in  an  industry,  and  to  promulgate  and  support  recom- 
mendations developed  by  an  industry  in  respect  to  simplifica- 
tion of  products.  Up  to  1933,  about  150  simplified  practice 
recommendations  had  been  approved  by  the  industries  to 
which  they  applied,  and  had  been  put  into  effect.  The  savings 
to  American  industry  from  their  acceptance  and  use  have 
totaled  hundreds  of  millions  of  dollars.  The  spirit  of  this  move- 
ment was  discipline  through  cooperation ;  its  slogan  was  "self- 
rule  in  industry." 

Another  manifestation  of  the  desire  to  cooperate  on  the 
part  of  business  men  was  the  great  increase  in  the  number  of 
business  associations.  A  publication  of  the  Department  of 
Commerce  lists  9,000  such  bodies  in  1926,  13,000  in  1928,  and 
19,000  in  1930.  Some  of  these  are  local,  others  are  state-wide 
or  interstate,  and  others  are  national  or  international.  The 
range  of  their  activities  is  nearly  as  wide  as  the  whole  field  of 
management,  including  statistical  service,  cost  accounting, 
industrial  and  commercial  research,  simplification  and  stand- 
ardization of  products,  credit  information,  traffic  and  trans- 
portation studies,  and  trade  ethics. 

Meanwhile  business  became  more  and  more  insistent  on 
modification  of  the  Sherman  and  Clayton  antitrust  acts,  so  that 
employers  might  unite  to  plan  and  force  regimentation  through 
their  trade  associations.  In  general,  each  group  wanted  the 
association  of  its  industry  to  secure  for  its  members  the  bene- 
fits of  technological  and  economic  research,  to  restrict  pro- 
ductive capacity  and  restrain  production,  and  to  check  unfair 
trade  practices,  especially  price-cutting.  It  will  be  recognized 
at  once  that  without  societal  supervision  the  first  of  these 
benefits  to  industry  might  increase  technological  unemploy- 
ment, the  second  might  increase  the  relative  obsolescence  of 
productive  machinery  and  equipment  and  raise  the  prices  of 
goods  and  services,  and  the  third  might  increase  profits  at  the 
expense  of  both  the  wage-earner  and  the  consumer. 

Business  codes  began  to  receive  attention  before  the 
World  War  and  at  its  close  became  a  topic  of  conversation 
among  business  men.  By  1926  there  was  an  extensive  literature 
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on  the  subject.  One  compilation  listed  95  business  codes,  gen- 
eral codes,  and  codes  of  ethics  and  trade  customs.  In  scope  they 
covered  general  provisions,  trade  principles,  trade  practices, 
trade  customs,  and  trade  rules,  aims,  and  pledges. 

In  1925  the  Trade  Relations  Committee  of  the  Chamber 
of  Commerce  of  the  United  States  was  formed  to  stimulate 
trade  practice  conferences  and  to  encourage  trade  associations 
to  adopt  codes  of  practice.  The  procedure  was  to  submit  the 
proposed  code  to  the  Federal  Trade  Commission  and  the 
Department  of  Justice.  Price-fixing  and  restriction  of  produc- 
tion were  banned  as  illegal.  Under  this  plan  about  forty  codes 
were  adopted.  President  Hoover  stopped  this  procedure  be- 
cause the  codes  were  being  used  in  some  cases  as  a  screen  for 
illegal  acts.  His  Attorney  General  declared  that  such  codes 
could  not  be  policed  by  any  governmental  authority.  There  is 
evidence  to  support  the  wisdom  of  this  decision.  The  purchas- 
ing agent  of  an  eastern  railroad  reports  that  in  1929  there 
were  some  2,000  fixed-price  items  on  his  purchase  list.  When- 
ever bids  were  asked  for  on  one  of  these  items,  the  quotations 
received  from  various  suppliers  gave  identical  prices. 

To  continue  the  exploration  for  the  influences  that  pro- 
duced the  National  Industrial  Recovery  Act.  The  United 
States  Chamber  of  Commerce  in  193 1  declared  through  its 
Committee  on  Continuity  of  Business  and  Employment: 

"A  freedom  of  action  which  might  have  been  justified 
in  the  relatively  simpler  life  of  the  last  century  cannot  be 
tolerated  to-day,  because  the  unwise  action  of  one  in- 
dividual may  adversely  affect  the  lives  of  thousands.  We 
have  left  the  period  of  extreme  individualism  and  are 
living  in  a  period  in  which  national  economy  must  be 
recognized  as  a  controlling  factor." 

The  report  offered  these  suggestions : 

1.  Control  production  to  balance  consumption. 

2.  Modify  the  anti-trust  laws  to  permit  business  units  to 
enter  into  agreements  to  control  production  under  govern- 
mental supervision  and  with  full  publicity. 

3.  Establish  a  National  Economic  Council. 

4.  Provide  unemployment  insurance,  old-age  pensions, 
and  unemployment  exchanges. 


184  CURRENT  ECONOMIC  POLICIES 

5.    Shorten  hours  of  work  in  industry. 

At  about  this  time  the  Swope  Plan,  which  embodied  cer- 
tain of  these  ideas,  received  widespread  publicity  and  discus- 
sion. 

In  1932  the  United  States  Chamber  of  Commerce  en- 
dorsed the  "share-the-work"  movement.  At  the  end  of  that 
year,  it  had  a  program  which  included : 

1.  Modification  of  the  anti-trust  laws. 

2.  Industrial  self-rule  by  trade  associations  under  codes 
of  practice  to  control  production,  prices,  and  trade  practices. 

3.  Plans  to  shorten  working  hours  and  set  minimum 
wages. 

4.  Plans  to  set  up  unemployment  insurance  and  old-age 
pensions. 

In  the  last  session  of  Congress  in  the  Hoover  Administra- 
tion, Senator  Black  of  Alabama  introduced  and  urged  a  bill 
which  provided  that  employers  operating  in  interstate  com- 
merce should  not  work  their  employees  more  than  thirty  hours 
a  week.  A  similar  measure,  sponsored  by  Representative 
Connery  of  Massachusetts,  was  introduced  in  the  House. 

Such  was  the  situation  leading  to  industrial  self-govern- 
ment when  the  Roosevelt  Administration  came  into  power. 
The  depression  was  at  its  worst.  Businessmen  and  politicians 
believed  that  the  country  was  suffering  from  an  excess  of 
productive  capacity  and  too  much  production.  Thirteen  years 
earlier,  an  eminent  American  engineer  had  predicted  economic 
catastrophe  for  his  country,  saying  that  it  would  be  attributed 
falsely  to  "overproduction,"  and  that  lessening  production  and 
output  would  seem  to  be  the  course  to  be  taken  by  manu- 
facturers and  producers.  I  quote  from  the  writings  of  Henry 
Laurence  Gantt: 

"Overproduction  has  been  the  bugbear  of  American 
business.  Our  periodic  panics  have  all  been  laid  to  this. 
From  time  to  time  we  have  produced  so  many  goods  that 
it  was  thought  there  was  no  market  for  them,  and  the 
industries  have  had  to  shut  down.  This  brought  unemploy- 
ment and  poverty,  with  consequent  inability  to  buy  the 
things  we  had  produced.  The  workers  then  had  to  go 
ragged  because  they  had  produced  so  many  clothes.  They 
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had  to  go  barefoot  because  they  had  produced  so  many 
shoes.  They  had  built  so  many  homes  that  they  had  to 
live  outdoors.  Can  any  one  find  an  excuse  for  continuing 
such  a  system  of  industry?" 

Gantt  accurately  predicted  the  thinking  of  the  men  who 
have  been  in  power  since  March  4.  1933.  From  the  work  of 
these  men  came  the  codes  of  fair  practice.  Many  of  their 
provisions  sanctioned  the  very  practices  that  business  men  had 
said  they  wanted.  Their  spirit  seems  to  be  cooperation  through 
discipline;  their  slogan,  "Crack  down  on  industry."  As  one 
result  of  the  situation  so  created,  many  an  American  business 
man  has  been  bewildered  by  what  he  actually  received,  when 
he  thought  he  was  getting  what  he  had  asked  for. 

There  are  now  more  than  500  NRA  codes.  Taken  together, 
they  cover  some  95  per  cent  of  all  workers  subject  to  the 
National  Industrial  Recovery  Act.  As  industrial  literature, 
these  codes  are  a  wonder  to  read.  They  contain  trade  jargon, 
references,  and  provisions  meaningless  to  one  not  intimately 
acquainted  with  the  industry  to  which  they  apply,  and 
requirements  that  appear  weird  when  viewed  from  any  ordi- 
nary analytic  approach. 

It  has  been  said  that  businessmen  had  a  large  part  in 
preparation  of  the  codes.  The  better  attitude  that  they  ex- 
hibited during  this  work  was  that  labor  must  be  protected 
from  starvation  wages  and  too  long  hours  of  work.  The  worse 
attitude  was :  "Now  is  our  chance,  under  the  exemption  of  the 
antitrust  laws,  to  boost  prices  and  bring  our  troublesome 
competitors  into  line." 

The  volume  of  law  represented  by  the  codes  and  the 
accompanying  orders,  rulings,  amendments,  explanations, 
interpretations,  exceptions,  and  exemptions  is  enormous.  A 
report  made  to  the  summer  convention  of  the  American  Bar 
Association  stated  that  the  number  of  pages  of  Federal  law 
enacted  since  March  4,  1933,  was  four  times  the  number 
passed  since  the  adoption  of  the  Constitution  to  that  date. 
Of  this  volume,  the  NRA  documents  form  a  major  part. 

Provisions  found  uniformly  in  the  codes  fix  minimum 
wages  and  prohibit  the  employment  of  persons  under  a  speci- 
fied age.  To  these  humanitarian  requirements  no  right-thinking 
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person  can  object.  It  is  probable  that  at  no  time  in  our  history 
have  industrial  wages  been  as  high  as  good  economics  would 
require.  The  outlawing  of  child  labor  removes  a  blot  that 
should  have  been  wiped  away  long  ago. 

Another  uniform  provision  in  the  codes  gives  the  workers 
the  right  of  collective  bargaining.  This  is  based  on  the  cele- 
brated Section  7-A  of  the  National  Industrial  Recovery  Act. 
No  other  part  of  the  codes  has  proved  so  difficult  to  interpret 
and  enforce.  There  have  been  hundreds  of  disputes  and  strikes 
in  American  industry  this  year,  many  of  them  attributable  to 
situations  created  by  this  collective  bargaining  clause. 

From  the  belief  that  the  United  States  had  too  much 
productive  equipment,  and  had  produced  an  excess  of  articles, 
goods,  and  services,  came  numerous  code  provisions  limiting 
the  use  of  machinery  and  restricting  production.  A  recently 
completed  study  shows  that  108  codes  have  such  requirements. 
In  60  of  these  are  limitations  on  the  installation  and  use  of 
productive  capacity,  and  in  98  are  restrictions  on  productivity 
and/or  production.  The  nature  of  these  provisions  is  shown  by 
the  following  classification : 


Limitations  on  Productive  Capacity 

1.  Direct  prohibition  on  extension  of  capacity 

2.  Authorization  required  for  any  extension  of  equipment 

3.  Restrictions  to  be  recommended  by  code  authority 

a.  Shall  be  recommended 

b.  May  be  recommended 

4.  Restriction  by  agreement 

5.  Restriction  on  reassignment  of  equipment 

6.  Restriction  on  disposal  of  obsolete  equipment 

7.  Registration  required  of  producing  machinery 

8.  Restriction  on  offering  machinery  as  inducement  to  sale 

Restrictions  on  Production 

1.  Allocation  of  production  inventory  and  quotas 

2.  Regulation  permitted 

3.  Regulation  to  be  recommended 

4.  Restriction  of  operating  time 
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5.    Restriction  on  productivity 

a.  No  additional  production  per  worker 

b.  Limit  set  on  number  of  machines  assigned  to  an 
operator 

The  theory  upon  which  these  restrictive  provisions  are 
based,  and  the  practical  working  out  of  their  application  in 
industry,  have  been  questioned  and  attacked  by  many  able 
investigators  and  thinkers.  It  is  claimed  that  when  the  NRA 
permitted  them  to  enter  the  codes  of  fair  practice,  it  made  one 
of  the  primary  blunders  of  the  Administration.  It  is  main- 
tained that  there  is  no  way  to  increase  national  purchasing 
power  except  by  increasing  national  production.  It  is  asserted 
that  the  level  of  consumption,  or  the  standard  of  living,  can 
be  raised  only  by  expanding  production  of  food,  clothing, 
shelter,  comforts,  and  luxuries. 

An  aspect  of  this  situation  which  imperatively  demands 
consideration  is  the  effect  of  a  protected  period  of  idleness 
upon  the  productive  capacity  of  the  United  States.  When 
machinery  and  equipment  are  idle,  they  are  subject  to  many 
dangers  and  hazards,  such  as: 

Deterioration  due  to  the  passage  of  time 

Decrepitude  due  to  the  ravages  of  the  elements 

Lessening  probability  of  re-use 

Cessation  of  demand  for  use 

Inadequacy  or  supersession 

Obsolescence 

Facing  this  process  of  ever-lessening  power  to  produce, 
we  may  well  ask  this  searching  question :  How  soon  will  the 
productive  capacity  of  the  United  States  be  inadequate  to  turn 
out  the  articles,  goods  and  services  needed  by  our  people? 

The  restrictions  on  productivity  need  but  passing  com- 
ment. The  productivity  of  the  American  industrial  worker  has 
increased  steadily  for  years  at  about  the  average  rate  of  four 
per  cent  per  annum.  This  increase  has  been  independent  of 
business  conditions,  and  is  an  expression  of  the  creative  power 
of  the  individual,  which  cannot  be  repressed  or  suppressed 
by  law. 
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We  now  turn  to  the  price-control  devices  in  the  NRA 
codes.  Reference  has  been  made  to  the  exemption  from  the 
antitrust  laws  of  a  code  or  agreement  established  under  the 
National  Industrial  Recovery  Act.  This  exemption  is  qualified 
by  two  conditions: 

i.  Codes  promulgated  under  the  act  shall  not  permit 
monopolies  nor  monopolistic  acts. 

2.  Nothing  in  the  act  shall  be  construed  to  impair  the 
power  of  the  Federal  Trade  Commission. 

Proceeding  under  these  provisions,  the  NRA  has  approved 
codes  containing  a  variety  of  schemes  to  control  prices.  Many 
of  them  appear  to  be  contrary  to  the  anti-trust  laws,  as  hitherto 
interpreted  by  the  courts. 

An  examination  of  the  codes  shows  an  astonishing  array 
of  ingenious  devices  intended  to  bring  about  regulation  of 
prices.  Many  codes  contain  several  such  mechanisms.  They 
classify  into  three  main  groups : 

i.    Fixing  minimum  prices  or  mark-ups 

a.  Minimum  prices  shall  be  "fair  and  reasonable" 

b.  Minimum  prices  shall  equal  the  "lowest  reasonable 
cost  of  production" 

c.  Minimum  prices  shall  equal  the  cost  of  the  "lowest 
cost  representative  firm" 

d.  Minimum  prices  shall  be  "compensatory" 

e.  Minimum  prices  shall  equal  the  "weighted  average 
cost  of  production" 

f.  Minimum  mark-ups  shall  equal  the  "modal"  cost 
of  handling  and  selling 

2.  Prohibitions  against  selling  below  individual  cost  of 
production 

3.  Open  price  arrangements 

These  provisions  have  been  found  to  be  very  difficult  to 
enforce.  There  have  been  frequent  charges  that  they  have 
increased  prices  unduly,  encouraged  monopolies  and  monopo- 
listic acts,  and  oppressed  small  businessmen.  Several  months 
ago  the  price  provisions  applying  to  several  service  industries 
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were  suspended,  and  the  announcement  was  made  that  no  more 
such  requirements  would  be  permitted  in  any  code  thereafter 
approved.  On  the  other  hand,  numerous  groups  of  business- 
men claim  distinct  benefits  from  price  control  in  their  indus- 
tries. 

Another  general  feature  of  the  codes  deserves  attention — 
the  outlawing  of  trade  practices.  These  provisions  deal  with 
many  varied  matters.  There  are  too  many  of  them  to  attempt 
a  classification  for  the  purpose  of  this  paper — it  is  claimed 
that  there  are  a  thousand.  Many  of  them  concern  dishonest 
acts.  A  typical  group  from  one  code  includes  inaccurate 
advertising,  false  billing,  inaccurate  labeling,  inaccurate  refer- 
ence to  competitors,  threats  of  lawsuit,  secret  rebates,  bribing 
employees,  interference  with  another's  contracts,  coercion, 
blacklisting,  gifts,  advertising,  and  contributions,  and  imita- 
tion of  design.  The  effect  of  these  trade-practice  rules  cannot 
be  appraised.  One  is  justified,  however,  in  noting  that  these 
provisions  give  the  force  of  law  to  implications  of  the  Deca- 
logue that  should  be  taken  for  granted  in  a  "civilized"  society. 

The  National  Industrial  Recovery  Act  expires  June  16, 
1935.  Before  that  date  Congress,  in  all  human  probability,  will 
have  enacted  new  laws  to  extend  the  codes,  or  to  set  up  new 
schemes  of  industrial  government.  What  these  laws  will  be, 
no  one  can  foretell.  However,  an  observation  and  a  question 
seem  pertinent  as  we  look  toward  the  immediate  future. 

The  observation  is  this:  The  American  people  are  con- 
scious, as  never  before,  of  the  possibilities  of  benefit  for  all  in 
some  form  of  national  planning  and  industrial  regulation. 

The  question  is :  Can  we  establish  national  planning,  direc- 
tion, and  cooperation  for  the  institution  of  American  industry 
within  the  frame  of  our  profit-and-loss  economy  and  our 
so-called  capitalist  system? 


CHAPTER  XII 

THE  PLACE  OF  THE  NRA  IN  AMERICAN 
ECONOMIC  DEVELOPMENT 


HARRY  W.  LAIDLER 


DURING  the  eighties  of  the  last  century,  the  United  States 
witnessed  its  first  trust  and  combine  movement  with  the  emer- 
gence of  Standard  Oil,  the  whisky  trust  and  other  combines 
of  those  days.  This  movement  gave  rise  to  the  Sherman  Anti- 
Trust  Law  of  1890,  and,  during  the  last  forty  odd  years,  an 
attempt  has  been  made  by  various  governments,  with  more 
or  less  enthusiasm,  and  more  or  less  success — chiefly  with  less 
success — to  enforce  this  and  supplementary  laws.  In  the  mean- 
while the  old  system  of  rugged  individualism  has  been 
crumbling.  Merger  movement  after  merger  movement  has  con- 
centrated industry  into  fewer  and  fewer  units,  and,  by  1932, 
Drs.  Berle  and  Means  maintained  that  55  per  cent  of  the 
assets  of  the  industrial  corporations  of  the  United  States  were 
held  by  200  great  corporations  out  of  several  hundreds  of 
thousands  of  corporate  units.  In  field  after  field  a  majority 
of  the  business  was  done  by  one,  two,  three,  and  four  great 
overlords  of  industry.  In  the  production  of  iron,  aluminum, 
nickel,  cash  registers,  sewing  machines,  biscuits,  chewing  gum, 
farm  machinery,  etc.,  and  in  the  supplying  of  telephone  and 
telegraph  service  or  lack  of  service,  as  the  case  may  be,  one 
corporation  in  each  field  of  effort  does  the  major  part  of  the 
business.  In  the  automobile,  electrical  machinery,  locomotive, 
cigarette,  and  other  industries,  two  vast  corporations  collect 
over  half  of  the  revenue,  while  in  many  other  lines  a  somewhat 
similar  concentration  has  taken  place.  Through  monopoly  con- 
trol of  the  market  and  through  gentlemen's  agreements  and 
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trade  associations,  etc.,  many  an  industry  has  engaged  in 
price-fixing  for  years  past,  and  has  definitely  put  an  end  to 
the  old  regime  of  unrestricted  competition. 

And  yet,  under  the  law,  price  agreements  and  other 
arrangements  that  interfered  with  the  free  flow  of  commerce 
were  supposedly  illegal,  and  had  to  be  conducted  surreptitiously 
by  eminent  members  of  the  industrial,  financial,  and  legal 
fraternities.  Big  business  chafed  under  these  restraints,  and 
for  decades  past  had  urged  the  extension  of  the  powers  of  the 
trade  associations  and  other  groups  over  the  fixing  of  prices, 
the  restriction  of  output,  and  other  business  practices.  Business- 
men looked  abroad,  and  saw  German  and  other  industrialists 
organizing  under  cartels  and  encouraged  to  do  many  things 
prohibited  in  America.  During  the  World  War,  industrial 
cooperation,  particularly  in  the  field  of  export,  was  urged  by 
the  government,  and,  following  the  war,  the  movement  for  the 
suspension  or  the  abolition  of  the  Sherman  Anti-Trust  Law 
became  an  increasingly  powerful  one.  This  movement  was 
accelerated  by  the  fact  that  our  productive  capacity  was  in- 
creasing to  a  far  greater  extent  than  mass  consumption.  Dur- 
ing 1922-29,  the  real  wages  of  workers  increased  1.4  per  cent 
a  year.  Profits  of  industrial  corporations  increased  about  7.3 
per  cent  per  year,  while  we  were  putting  aside,  in  new  produc- 
tive equipment,  an  increase  of  6.4  per  cent  a  year.  Chambers 
of  Commerce,  manufacturers'  associations,  and  other  groups 
time  and  again  urged  a  relaxation  of  the  rules  against 
monopoly  and  trade  agreements,  and  maintained  that,  in 
exchange  for  concessions  along  these  lines,  business  would  be 
willing  to  make  concessions  to  labor. 

With  the  coming  of  the  depression,  the  increasing  failure 
of  capitalistic  industry  to  function,  and  the  growing  demand 
for  some  type  of  social  planning,  business  saw  its  opportunity. 
Gerard  Swope  presented  an  elaborate  plan  for  the  organization 
of  corporations  in  trade  associations  with  wide  powers  over 
production  and  prices,  maintaining  that  this  constituted  just 
the  kind  of  economic  planning  that  the  American  people  were 
looking  for  as  a  means  of  leading  them  out  of  the  economic 
wilderness.  Mr.  Hoover  was  extremely  timid  about  sanctioning 
such  a  plan,  but  when  President  Roosevelt  was  elected,  big 
business  renewed  its  effort  for  what  it  afterwards  called  "self- 
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government  in  industry,"  as  a  means  of  ending  the  depression. 

The  National  Industrial  Recovery  Act,  which  the  Cham- 
ber of  Commerce  boasts  as  its  child,  was  one  of  the  results  of 
this  extended  movement  for  the  elimination  of  anti-trust 
legislation. 

In  its  suspension  of  the  Sherman  Anti-Trust  Laws,  in  its 
forcing  of  industry  to  organize  under  codes,  with  all  sorts  of 
powers  over  unfair  practices,  large-scale  industry  accomplished 
in  one  fell  swoop,  under  the  guise  of  progressive  legislation, 
the  thing  for  which  it  had  been  striving,  with  little  hope  of 
success,  since  the  nineties.  In  this  respect,  the  enactment  of 
the  NRA  accelerated  the  movement  for  increased  concentra- 
tion of  control  by  industrial  management  over  the  field  of 
consumption,  labor,  and  investment. 

In  return  for  this  concession  to  organized  capital,  business 
was  willing  to  have  inserted  in  the  codes  certain  provisions 
demanded  by  workers. 

The  United  States  has  been  among  the  most  backward  of 
the  industrialized  countries  in  the  organization  of  labor.  In 
1920,  following  the  war,  about  12  per  cent,  or  almost  one- 
eighth,  of  the  organizable  workers  were  organized.  By  1930, 
this  percentage  had  decreased  to  eight  per  cent.  The  strategic 
industries  were,  for  the  most  part,  without  any  effective  labor 
organization.  Such  firms  as  Ford's  dealt  only  with  individual 
workers,  as  if  one  unit  of  labor,  a  single  individual,  could 
bargain  on  anything  like  equality  with  a  billion-dollar  cor- 
poration. Many  corporations  had  organized  company  unions 
that  were  owned,  body  and  soul,  by  the  employers.  Whenever 
the  workers  started  to  organize  a  union  of  their  own,  the  cor- 
porate managements  used  every  effort  at  their  command, 
including  the  spy  system,  company  guards,  the  blacklist, 
injunction,  and  police  and  constabulary,  to  break  up  the  union. 
The  trade-union  movement  was  on  the  downward  path.  It 
looked  upon  the  NRA  as  an  opportunity  to  get  official  recogni- 
tion of  the  principle  of  collective  bargaining,  a  principle  for 
decades  unquestioned  in  many  countries  abroad,  and  was 
willing  to  give  great  concessions  to  capital  to  secure  such 
governmental  recognition.  Two  sentences  were  inserted  in  the 
law,  Section  7-A,  which  read: 

"Employees  shall  have  the  right  to  organize  and  to  bar 
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gain  collectively  through  representatives  of  their  own  choosing. 
No  employee  and  no  one  seeking  employment  shall  be  required 
as  a  condition  of  employment  to  join  any  organization  or  to 
refrain  from  joining  a  labor  organization  of  his  own  choosing." 
This  provision  was  thus  inserted,  as  an  attempt  on  the  part 
of  labor,  to  break  up  the  feudalistic  relationships  that  existed 
in  American  industry  between  the  worker  and  the  big  corpora- 
tion. 

The  United  States  had  in  other  ways  been  far  behind 
many  other  countries  in  labor  legislation.  The  Federal  Child 
Labor  Law  had  been  declared  unconstitutional.  Hundreds  of 
thousands  of  children  were  employed  under  tragic  conditions 
in  American  industry.  Some  saw  in  the  NRA  a  chance  to 
decrease  this  evil,  at  least  temporarily,  in  this  country. 

Wages  were  tragically  low  in  many  industries,  particularly 
during  the  depression.  Many  were  getting  six,  seven,  and 
eight  dollars  a  week  for  long  hours  of  toil.  The  NRA  was 
regarded  as  offering  a  chance  to  raise  minimum  wages  without 
Federal  legislation  that  might  be  regarded  as  unconstitutional, 
thus,  at  one  and  the  same  time,  providing  a  decent  living  to 
many  families  and  increasing  the  purchasing  power  of  the 
masses.  Before  the  adoption  of  the  NRA,  there  had  been  an 
increasing  demand  for  a  30-hour  week.  Large  numbers  of 
industrialists  in  the  country  jumped  on  the  NRA  bandwagon 
because  they  were  in  fear  of  the  passage  of  a  30-hour  law 
and  other  acts  the  government  would  seek  to  enforce,  and 
preferred  themselves  to  regulate  hours  of  work,  wages,  etc.,  in 
their  industry  rather  than  submit  to  more  drastic  legislation 
enforced  by  the  government.  In  fact,  many  business  men 
realized  that  the  economic  depression  was  leading  to  an 
increasing  demand  for  government  regulation  or  public  owner- 
ship as  a  way  of  remedying  some  of  the  flagrant  evils  of 
capitalism.  They  felt  that,  by  supporting  the  NRA,  they  might 
convert  that  movement  into  one  for  the  policing  of  industry 
by  itself.  There  were  others,  undoubtedly,  who  believed  that 
the  Constitution  would  not  permit  the  fixing  of  hour,  minimum 
wage  and  similar  types  of  legislation,  and  the  NRA  might 
help  to  get  immediate  action. 

What  has  the  NRA  accomplished?  It  has  accomplished 
at  least  one  good  thing:  It  has  taught  tens  of  thousands  of 
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workers  that  any  deal  that  has  as  its  object  the  retention  of 
the  system  of  private  ownership  provides  the  masses  no  access 
to  economic  security,  social  justice  or  human  liberty. 

We  have  lived  under  the  NRA  for  about  a  year  and  a 
half,  and  we  have  found  it  wanting.  Many  looked  to  the  NRA 
as  a  means  to  economic  security.  During  its  operation,  many 
have  been  absorbed  in  private  and  public  industry,  but  still  a 
vast  army  of  over  ten  to  fifteen  million  men  and  women — an 
army  of  unemployed  nearly  twice  as  great  as  during  the  peak 
of  the  192 1  depression — are  still  vainly  hunting  for  jobs.  In 
New  York,  the  richest  city  in  the  world,  nearly  400,000 
families  are  in  desperate  straits  and  dependent  for  their  very 
existence  on  private  or  public  charity.  In  September,  1934, 
over  800,000  more  were  without  jobs  in  private  industry  than 
in  September,  1933. 

Industry  has  long  since  shown  itself  incapable  of  providing 
jobs  to  the  workers.  Even  in  the  boom  days  of  1920-29,  there 
was  a  minimum  army  of  unemployed  of  anywhere  from 
1,500,000  to  4,200,000.  During  days  of  so-called  prosperity, 
there  is  no  guarantee  of  work,  while  in  hard  times  the  situa- 
tion is  a  ghastly  one.  As  capitalism  develops,  as  industry  after 
industry  falls  into  the  hands  of  private  monopoly  and  prices 
are  maintained  at  a  high  level,  as  the  growth  of  population 
comes  more  and  more  to  a  standstill,  as  the  unsettled  areas  in 
the  country  shrink,  as  competition  for  foreign  markets  be- 
comes ever  keener,  as  mass  production  makes  it  possible 
after  a  depression  to  saturate  the  market  again  with  ever- 
greater  speed,  insecurity  and  unemployment  under  capitalism 
tend  to  increase  and  a  permanent  army  of  the  unemployed  to 
grow  to  alarming  proportions. 

The  NRA  undertook  to  reduce  hours  of  labor.  Hours  have 
been  reduced  by  about  four  hours  a  week  to  about  an  average 
of  40  hours,  although,  in  many  cases,  such  reduction  has  merely 
meant  a  sharing  of  work  at  low  pay.  This  is  not  enough.  A 
reduction  of  hours  by  one-tenth  is  not  sufficient  to  give  jobs 
to  the  workers.  A  40-hour  week  with  the  present  wage  scale 
and  with  business  activity  at  the  level  of  1923-25  will  mean 
the  continuance  of  unemployment  on  a  vast  scale.  Dr.  Frederic 
C.  Mills,  of  the  National  Bureau  of  Economic  Research,  brings 
out  the  fact  that  57  men  in  the  manufacturing  industries  could, 
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in  1932,  produce  as  much  as  100  could  thirteen  years  before, 
in  19 19.  Or,  putting  it  in  another  way,  the  average  worker  in  a 
factory  in  1932  could  produce,  in  about  a  4^  -hour  day  or 
a  25-hour  week,  as  much  as  his  predecessor  in  19 19  turned 
out  in  an  8-hour  day  or  a  44-hour  week.  This  increased  pro- 
ductivity does  not  apply,  to  be  sure,  to  all  industry,  but  it  is 
true  of  the  fundamental  process  of  manufacture,  while  in 
every  line  of  industry  machinery  and  efficiency  methods  have 
led  to  increased  product  per  unit  of  labor. 

The  NRA  prescribed  certain  minimum  wage  scales.  They 
were  far  too  low.  In  many  cases,  especially  among  the  Negroes 
of  the  South,  they  are  violated  wholesale.  The  codes  make  no 
provisions  for  an  automatic  increase  of  minimum  wages  as 
the  cost  of  living  rises.  In  many  cases  the  minimum  have 
tended  to  become  maximum  wages;  in  large  numbers  of 
instances,  they  have  led  to  a  speeding  up  of  labor  and  to  one 
person  doing  the  work  of  two. 

Recently  I  was  speaking  to  a  manager  of  a  chain  store. 
"How  is  the  NRA  affecting  you?"  I  asked.  "Well,"  he  replied, 
"the  codes  forbid  the  ordinary  worker  in  our  stores  to  work 
for  more  than  40  hours  a  week.  They  say,  however,  nothing 
about  executives.  Executives  can  work  an  unlimited  number 
of  hours.  So  they  proceed  to  raise  an  employee  who  is  getting 
around  $35  a  week  to  a  little  above  $35,  and  put  him  in  the 
ranks  of  executive.  I  am  one  of  these,  and  now  I  do  the  work 
of  manager,  assistant  manager,  and  porter.  I  get  on  the  job  at 
seven  o'clock  in  the  morning — sometimes  earlier — and  work 
until  closing  up  time.  We  have  had  to  give  a  minimum  wage 
to  our  employees  working  for  a  full  week.  As  a  result  we 
employ  them  less  hours,  so  that  the  actual  wage  bill  is  less  than 
it  was  before  the  NRA." 

The  great  increase  of  industrial  homework,  with  wages  of 
$2  a  week  up,  as  a  means  of  evading  the  code  provisions,  is 
one  of  the  tragic  incidents  of  the  NRA.  Minimum  wages  must 
be  given  that  provide  a  decent  and  self-respecting  standard  of 
living  to  all. 

The  New  Deal  promised  the  abolition  of  child  labor.  For- 
tunately, in  many  industries  children  are  no  longer  employed, 
at  least  to  the  extent  they  were  a  few  years  ago.  But  still  in 
industrialized  agriculture,  in  the  personal  service,  newspaper, 
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and  other  industries,  hundreds  of  thousands  are  working  for  a 
miserable  pittance.  Child  labor  amendment  is  needed  as 
desperately  as  ever. 

The  NRA  promised  a  new  era  of  collective  bargaining.  In 
the  decade  from  1920  to  1930,  as  we  have  said,  labor  organiza- 
tion decreased  in  power.  This  decrease  was  due  partly  to  the 
increased  power  of  the  great  combine  and  monopoly  in  busi- 
ness and  politics  and  its  ruthless  opposition  to  organized  labor ; 
partly  to  the  sweeping  away  of  old  craft  lines  through  the 
installation  of  new  machines ;  partly  to  the  failure  of  the  trade- 
union  movement  to  adjust  its  tactics  and  its  structure  to 
changing  industrial  techniques,  and  partly  to  the  fact  that  the 
workers  were  bamboozled  into  the  belief  that  the  new  capi- 
talism could  be  depended  upon  to  bring  them  high  wages, 
short  hours,  and  industrial  security  (not  forgetting  a  few  Wall 
Street  melons),  without  any  necessity  on  their  part  for  trade- 
union  or  political  organization. 

The  depression  came,  followed  by  the  New  Deal  and 
Section  7-A.  The  unions  in  many  industries  put  on  a  vigorous 
campaign.  The  campaign  has  netted  the  numerous  needle 
trades  and  other  unions  many  members.  On  the  other  hand, 
it  has  given  a  status  to  company-controlled  unions  they  never 
before  possessed;  it  has  meant  the  bitterest  sort  of  battle 
between  the  forces  of  labor  and  the  combined  forces  of  capital 
on  many  an  industrial  battle  front.  Unless  additional  legisla- 
tion is  passed  putting  teeth  into  Section  7-A,  it  will  fall  far 
short  of  its  mark.  The  NRA,  through  its  $238,000,000  appro- 
priation for  naval  purposes  under  the  PWA  administration, 
has  been  instrumental  in  driving  forward  the  military  machine. 
The  codes  have  organized  industry  almost  100  per  cent. 
Many  of  these  codes  have  fixed  minimum  prices.  Those  prices 
in  numerous  instances  were  pegged  at  a  level  that  would  insure 
a  reasonable  profit  to  the  most  inefficient  firms  and  an  un- 
reasonably high  profit  to  the  most  efficient  firms. 

The  added  administrative  control  over  price-and-produc- 
tion  policy  under  the  codes,  according  to  Gardiner  C.  Means, 
in  a  paper  delivered  in  May,  1934,  "has  been  used  in  all  too 
many  industries  to  raise  prices  to  the  point  where  they  yield  a 
profit  which  could  only  be  justified  on  a  very  much  larger 
volume  of  business.  In  case  after  case  the  price  charged  to  the 
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consumer  has  gone  up  not  only  more  than  the  increased  pur- 
chasing power  paid  out  in  its  production,  but  to  a  point  which 
yields  a  profit  on  a  volume  of  production  representing  a 
scarcity  condition.  Thus,  prices  have  been  increasing  faster 
than  the  individual  worker's  wages  and  in  a  fashion  to  reduce 
the  volume  of  product  which  can  be  sold.  One  of  the  reasons 
why  this  depression  is  greater  than  former  depressions  is  that, 
of  recent  years,  under  our  monopolized  and  quasi-monopolized 
system  of  industry  in  many  lines,  our  price  level  has  become 
more  rigid.  The  NRA  has  tended  to  increase  this  rigidity,  and 
to  decrease  purchasing  power.  Here  again  the  emphasis  is  on 
profit-making  by  restricted  production  instead  of  profit-making 
by  optimum  volume." 

Profits  under  the  NRA  have  gone  up.  In  1933  some  1,485 
manufacturing  and  trading  corporations  obtained  declared 
profits  of  66  million  dollars  compared  with  an  aggregate  loss 
in  the  previous  year  of  97  million.1  The  gap  between  productive 
and  consumption  power  remained  as  wide  as  ever. 

In  many  instances  the  codes,  dominated  by  big  corpora- 
tions, have  given  great  power  to  these  companies  over  the 
entire  industry  and,  as  has  been  pointed  out,  have  accelerated 
the  movement  toward  concentration.  The  Darrow  Report 
called  attention  to  many  cases  of  increasing  dictatorship  in 
industrial  control.  "Indeed  the  codes  permitted  in  numerous 
cases  for  whole  industries  so  great  a  concentration  of  control 
over  production,  price  and  investment  policies  that  the 
legitimacy  of  continued  reference  to  competition  is  doubtful."  2 

The  debt  structure  of  the  country  has  been  increasing  in 
past  years.  This  has  meant  an  increasing  burden  on  the  people. 
For  every  $100  of  annual  income,  we  gave  $6  for  long-term 
debt  service  in  1913,  $9  in  1929,  and  $20  in  1933.  The  NRA  is 
in  no  sense  an  example  of  social  economic  planning,  planning 
under  which  industry  is  coordinated  and  run  as  a  single  unit 
to  the  end  that  all  available  resources  may  be  utilized  for  the 
maximum  satisfaction  of  the  needs  of  the  people.3 

1  National  City  Bank  Bulletin,  April,  1934. 

2  Professor  Arthur  R.  Burns,  in  Political  Science  Quarterly,  June, 
1934,  p.  170. 

3  See  Lewis  L.  Lorwin,  "The  Meaning  of  Planned  Economy," 
World  Planning  Supplement,  Week  End  Review,  p.  4. 


198  CURRENT  ECONOMIC  POLICIES 

Social  planning  involves  genuine  self-government  in  indus- 
try. No  self-government  is  possible  without  adequate  repre- 
sentation in  the  directing  machinery  of  the  consumer  and  the 
worker.  The  codes  under  the  New  Deal  were  initiated  and 
administered  by  the  industry,  with  consumer  and  employee 
in  a  strictly  advisory  capacity. 

A  genuinely  planned  economy  calls  for  the  socialization 
of  industry.  The  chief  aim  of  Mr.  Roosevelt's  planned  order 
is  the  assurance  of  continuous  profits  to  the  owners  of  industry. 
At  most,  the  New  Deal  brings  us  nearer  to  state  capitalism. 
Only  in  the  case  of  the  TVA  and  housing  are  there  any 
significant  steps  toward  public  ownership. 

Social  planning  aims  at  the  fullest  possible  use  of  the 
industrial  equipment  for  the  benefit  of  the  masses.  The  New 
Deal,  under  the  National  Recovery  Act,  leads  to  the  use  of 
only  such  equipment  as  seems  necessary  to  yield  the  profits 
to  the  owners. 

Social  planning  aims  at  a  secure  and  comfortable  existence 
for  the  nation's  workers  and  at  living  standards  in  accordance 
with  the  increased  productivity  of  industry.  The  measures 
proposed  by  the  New  Deal  fail  to  guarantee  security,  fail  to 
abolish  the  great  extremes  of  poverty  and  wealth  based  on 
private  ownership  of  the  nation's  resources,  and  fail  to  develop 
a  fundamental  system  of  taxation  or  establish  a  balance 
between  the  power  of  the  nation  to  produce  and  its  power  to 
consume. 

Social  economic  planning  presupposes  the  operation  of  all 
industry  as  a  unified  and  coordinated  whole,  not  merely  the 
integration  of  activity  in  one  industry.  Planning  in  a  single 
industry,  as  under  the  New  Deal,  may  mean  greater  instability 
in  another  industry.  Any  plan  in  the  steel  industry  for  the 
limitation  of  production  vitally  affects  the  building,  automo- 
bile, mining,  and  other  industries.  No  stability  is  possible 
unless  planning  is  conducted  on  a  national  scale.4 

Finally,  genuine  planning  on  the  part  of  society  involves 
the  ownership  by  society  of  the  industry  directed.  An  individual 

4  See  address  by  Dr.  Harlow  S.  Person,  World  Social  Economic 
Planning,  pp.  162-3;  article  by  Pierce  Williams,  "American  Proposals 
for  Planning,"  in  Laidler,  Socialist  Planning  and  a  Socialist  Program, 
p.  15  et  seq. 
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finds  it  difficult  indeed  to  plan  the  day's  work  of  an  auto- 
mobile or  machine  owned  by  some  other  individual.  It  is  an 
easy  matter  to  plan  the  tasks  of  property  owned  by  himself. 
A  community  can  prevent  the  owners  of  automobiles  or  money 
or  factories  from  engaging  in  certain  antisocial  activities,  but 
it  is  difficult  for  that  community,  unless  it  assumes  dictatorial 
power,  to  direct  affirmatively  the  use  of  things  it  does  not  own. 
The  Rooseveltian  New  Deal  left  intact  private  ownership  of 
basic  industries,  and,  by  that  token,  made  social  planning 
impossible. 

Under  capitalism,  the  problem  of  production  is  not,  "What 
quantity  of  goods  should  be  produced  to  satisfy  the  wants  of 
the  people?"  The  question  is,  "What  quantity  of  goods  will 
lead  to  the  highest  profits?" 

Society  might  be  far  better  off  if  the  larger  quantity  were 
produced  and  distributed  at  a  cheaper  price,  but  the  maker  of 
goods  for  profit  would  not  make  so  much  money.  Goods  are 
thus  not  produced  to  their  capacity,  although  there  is  crying 
need  for  them,  or,  if  produced,  they  are  often  destroyed.  "In 
their  days  the  Greeks  burned  currants;  the  Dutch  gave 
premiums  for  the  collection  of  the  buds  and  young  leaves  of 
the  wild  clove,  in  order  to  curtail  the  finished  product. 
Eighteenth-century  English  fishermen  threw  their  catch  back 
into  the  sea  and  London  butchers  their  meat  into  the  Thames. 
...  In  our  own  day  of  high-powered  organization,  monopolies 
and  expanded  commercial  enterprise,  more  is  . . .  wasted  than 
ever  before."  5  The  wholesale  destruction  of  coffee  in  Brazil 
and  the  drastic  curtailment  of  cotton,  wheat,  and  other  crops, 
while  people  face  starvation  and  go  half  naked,  are  indicative 
of  the  working  of  our  present  day  economy. 

The  difficulty  under  capitalism  is  that  the  interest  of  the 
individual  owner  is  at  variance  at  many  points  with  that  of 
society.  Since  society  does  not  own  the  factories,  shops,  farms, 
banks,  and  investment  resources  of  the  country,  any  attempt 
at  planning  compels  the  use  of  the  coercive  powers  of  the  state 
to  prevent  thousands  of  individual  owners  from  doing  things 
calculated  to  bring  maximum  profits  to  them,  though  scant 

5  Dr.  Otto  Neurath  in  Survey  Graphic,  March,  1932,  p.  622. 
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returns  to  society  as  a  whole.  The  result  is  constant  friction, 
waste,  and  social  conflict.6 

Under  capitalism  every  step  toward  planning  for  the 
common  good  is  achieved  against  the  opposition  of  a  thousand 
different  interests  in  industry  anxious  for  private  gain.  Under 
a  socialized  system,  the  owner  and  planner  are  one,  and 
planning  becomes  the  normal  order  of  the  day. 

In  Italy,  with  its  "corporate  state,"  where  employers  and 
workers  are  required  to  join  trade  associations  and  trade 
unions  in  their  respective  industries,  and  where  a  council  has 
been  set  up  to  supervise  the  industries  of  the  state,  there  is 
the  same  kind  of  overproduction  and  lack  of  balance  between 
production  and  the  effective  demand  of  the  masses  as  else- 
where, and  none  of  the  problems  of  poverty  or  insecurity  have 
been  solved. 

In  Germany,  where  the  organization  of  cartels  within 
industries  and  between  allied  industries  was  permitted  by 
law,  the  problem  of  genuine  economic  stability  is  as  far  from 
solution  as  ever.  Here  the  state  capitalistic  structure  built  up 
by  the  industrialists  led  not  to  socialism  or  communism,  but 
to  a  fascist  state. 

Capitalist  "planning"  has  little  in  common  with  scientific 
national  and  international  planning  for  the  common  good. 

The  NRA  has  thus  helped  in  the  process  of  integrating 
industry,  by  carrying  us  still  further  away  from  the  old 
individualistic  moorings  and  concentrating  control  in  the  few. 
It  has  established  certain  minimum  standards,  though  provid- 
ing no  adequate  enforcement  machinery  for  such  standards. 
It  has  tended  to  strengthen  certain  militarist  trends,  and  has 
done  nothing  fundamental  to  meet  the  problem  of  security, 
nor  can  it  be  regarded,  in  any  genuine  sense  of  that  term,  as 
an  experiment  in  social  planning.  It  is  hoped  that,  as  this 
becomes  increasingly  apparent,  we  will  decide  to  do  the  only 
thing  that  will  meet  the  ever-more  pressing  social  problem — 
socialize  our  industries  and  proceed  to  planning  on  a  scientific, 
commonsense,  and  social  scale. 

6  See  Laidler,  Unemployment  and  Its  Remedies,  p.  96. 
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IN  spite  of  all  the  words  spoken  about  planning  by  members 
of  the  present  administration,  their  policies  have  not  been 
coordinated  in  one  master  plan  for  a  whole  economy,  a  plan 
concerned  with  producing  as  much  and  distributing  as  fairly 
as  possible  a  total  of  goods  and  services.  Rather,  these  policies 
have  been  conceived  in  detail  and  within  water-tight  com- 
partments ;  they  are  a  series  of  disjointed  undertakings,  made 
up  from  suggestions  on  all  sides  that  happened  to  appeal  to 
the  minds  of  those  in  authority.  This  characteristic  of  the 
administration's  method  has  been  cherished  by  it  as  a  virtue : 
it  is  experimental  and  pragmatic  rather  than  thoughtful  and 
concerted.  Mr.  Roosevelt  compared  himself  early  in  his  admin- 
istration to  a  quarterback  on  the  football  field,  choosing  the 
next  play  according  to  circumstances.  But  a  good  quarterback 
is  governed  by  a  much  more  careful  strategy  than  the  President 
submits  to.  At  any  rate,  the  quarterback  keeps  firmly  in  mind 
the  direction  of  the  opponent's  goal  line.  In  consequence  of 
the  nature  of  the  present  national  economic  policies,  we  must 
consider  the  more  important  items  one  by  one. 

The  main  objective  in  agriculture  has  been  to  narrow  the 
spread  between  crop  prices  and  industrial  prices.  The  farmers 
had  suffered  severely  because  of  this  disparity.  And  their 
suffering  had,  of  course,  been  reflected  both  in  the  industries 
which  normally  supply  them  with  goods,  and  in  the  banks  and 
insurance  companies  which  had  lent  them  money  that  they 
could  not  repay.  To  raise  the  farmers'  net  income  was  both 
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economically  necessary  and  politically  desirable.  The  most 
direct  route  to  this  objective  seemed  clearly  to  be  an  increase 
of  the  prices  received  by  the  farmers.  Economic  science  knows 
only  two  ways  to  increase  prices  under  a  system  of  free 
exchange:  One  is  to  diminish  the  supply  and  the  other  is  to 
enlarge  the  demand.  The  agricultural  program  laid  little  stress 
on  increasing  the  demand.  The  domestic  demand  could  come 
only  from,  industry  and  city  consumers,  and  the  farm  experts 
had  no  formula  for  dealing  with  these  factors.  That  was  the 
task  of  other  departments.  And  the  foreign  demand  was  even 
less  under  control,  except  so  far  as  it  could  be  affected  by 
tariff  revision,  and  that  would  necessarily  be  a  slow  and 
uncertain  process.  The  practical  policy  consisted,  therefore, 
of  a  series  of  ingenious  devices  to  restrict  the  supply  of  major 
crops.  There  is  not  the  space  here  to  go  into  the  detail  of  these 
devices.  They  were  accepted  by  the  farmers  with  much  more 
understanding,  and  were  far  more  successful  in  operation,  than 
their  opponents  had  believed  possible.  This  year  they  were 
aided  by  the  natural  restriction  caused  by  the  drought.  The 
combined  result  has  been  a  striking  increase  in  wholesale 
prices  of  farm  products;  the  Department  of  Labor  index, 
based  on  ioo  in  1926,  rising  from  48  in  1932  to  51  in  1933  and 
71  in  the  week  of  November  10,  1934.  This  is  a  much  greater 
rise  than  has  occurred  in  any  other  major  class  of  commodities. 
I  have  no  patience  with  those  who  object  to  this  policy 
on  the  ground  that  it  is  an  indefensible  innovation  into  our 
economy.  It  is  a  perfectly  characteristic  device  of  capitalist 
policy,  which  has  long  been  practiced  in  mechanical  industry. 
There  is  no  more  lack  of  logic  in  growing  less  food  and  jacking 
up  its  prices  when  people  are  hungry  than  there  is  in  reducing 
the  supply  of  steel,  lumber,  and  cement  when  people  are 
homeless.  Industry,  sometimes  intuitively  and  sometimes  by 
design,  reduces  output  when  demand  at  the  existing  price  falls 
off,  rather  than  continuing  output  and  letting  competition  force 
the  price  where  it  will.  Because  industry  had  done  this  during 
the  depression  while  agriculture  had  kept  on  producing,  the 
price  disparity  had  been  aggravated.  Those  who  object  to 
planned  crop  restriction  are  under  the  obligation  first  to 
prevent  restriction  of  output  in  industry.  Have  they  any  for- 
mula for  enforcing  as  complete  a  competition  as  normally 
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exists  on  the  farms?  Or  do  they  have  some  plan  of  reorganiz- 
ing industry  for  full  production?  If  so,  they  have  a  right  to 
object,  and  I  will  join  with  them.  But  the  rightward  opponents 
of  the  crop-restriction  policy  have  not  a  leg  to  stand  on. 

The  original  agricultural  policy  contemplated  more  than 
this,  however.  While  the  farmers  were  benefiting  by  higher 
prices,  it  was  important  to  keep  up  the  volume  of  consumption 
as  much  as  possible.  In  the  case  of  wheat  this  offered  no  great 
difficulty,  outside  of  the  shrinkage  of  foreign  demand,  since 
the  demand  for  wheat  and  its  products  is  relatively  inelastic. 
Even  there,  general  policy  demanded  that  artificial  scarcity 
should  not  be  utilized  by  processors  and  distributors  to  exact 
too  great  a  toll  on  the  way  to  consumers.  But  in  certain  other 
products,  such  as  hogs  and  cotton,  the  demand  is  much  more 
elastic.  Reduction  of  output  might  result  in  a  falling  demand 
which  would  negate  the  tendency  toward  price  increase.  Even 
if  prices  did  go  up  enough  to  benefit  the  farmer  at  a  lower 
volume,  the  general  welfare  would  be  injured  by  smaller  con- 
sumption. Large  sections  of  the  population  have  never  con- 
sumed enough  of  the  higher  grades  of  food  to  enjoy  a  whole- 
some diet.  There  is  no  genuine  domestic  surplus  of  any  major 
crop  except  wheat,  if  we  measure  surplus  by  human  need 
rather  than  by  market  demand.  The  Agricultural  Act  therefore 
contemplated  agreements  or  licensing  systems  to  control  the 
processors  and  distributors,  imposed  by  the  government  if 
they  were  not  accepted  voluntarily.  These  controls  were  sup- 
posed to  keep  retail  prices  from  rising  more  than  was  necessi- 
tated by  the  rise  of  farm  prices,  and  would  lower  the  costs 
of  distribution  by  eliminating  waste.  The  Agricultural  Adjust- 
ment Administration — the  AAA — has  registered  a  signal  failure 
in  this  direction.  No  system  of  the  kind  has  been  agreed  upon 
in  any  important  processing  or  distributing  industry,  and  none 
has  been  imposed.  Many  of  the  industries  concerned  have  been 
transferred  out  of  its  jurisdiction,  to  the  National  Recovery 
Administration — the  NRA,  which  has  also  failed  to  accomplish 
the  desired  result. 

The  NRA  will  be  discussed  in  another  section  of  this 
paper,  but  here  its  economic  relationship  with  the  AAA  must 
be  noted.  In  a  logically  planned  recovery  effort,  the  AAA 
would  have  had  to  depend  on  the  NRA  for  two  important 
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kinds  of  cooperation.  The  industry  administration  would  have 
had  to  enlarge  the  purchasing  power  of  city  workers  appre- 
ciably, so  that  their  demand  for  farm  products,  such  as  pork, 
milk,  butter,  eggs,  and  textiles,  would  not  fall  off  as  the  prices 
rose,  but  would  rather  be  enlarged.  And  the  industry  adminis- 
tration would  also  have  had  to  hold  down  the  prices  of  indus- 
trial products  as  the  prices  of  crops  rose,  in  order  to  remedy 
the  disparity.  The  pincers  would  have  had  to  be  closed  on  both 
sides  at  once.  In  the  first  item  the  NRA  has  not  registered  a 
marked  success,  while  in  the  second  it  has  proceeded  in  exactly 
the  wrong  direction.  Nonagricultural  prices  have,  to  be  sure, 
not  risen  as  much  as  crop  prices,  but  they  have  nevertheless 
risen,  going  from  70  in  1932  to  71  in  1933  and  78  in  November, 
1934.  The  failure  of  the  NRA  has  thus  seriously  compromised 
the  success  of  the  AAA. 

Meanwhile  that  part  of  the  agricultural  policy  which 
looked  to  a  long-term  effort  to  revive  foreign  markets  by 
removal  of  trade  barriers  has  made  only  slight  progress,  a  new 
tariff  treaty  with  Cuba  being  the  only  accomplishment. 

The  net  result  is  that  the  restriction  of  agricultural  output, 
while  benefiting  the  farmers  to  a  limited  extent,  has  done  so 
chiefly  at  the  expense  of  the  rest  of  the  community.  The  mere 
extension  of  the  capitalist  policy  of  restriction  has  redistributed 
for  the  benefit  of  agriculture  an  inadequate  social  income;  it 
has  done  little  to  enlarge  that  income. 

Another  water-tight  compartment  was  concerned  with 
monetary  and  credit  policy.  The  theory  here  was  that  some- 
thing must  be  done  to  raise  prices  in  general.  Those  thinking  in 
this  realm  were  not  primarily  concerned  with  agricultural 
prices  or  industrial  prices,  or  with  the  disparity  between  them, 
or  with  other  interrelationships  among  prices,  but  with  that 
somewhat  mystical  abstraction,  "the  price  level."  One  major 
item  of  their  creed  concerned  the  debt  burden.  The  nation  had 
been  laden  with  a  burden  of  debt  incurred  at  a  higher  price 
level ;  now  it  could  not  be  paid  at  the  low  prices  obtaining.  A 
rise  in  prices  was  also  desired  to  stimulate  industry,  the 
theory  being  that  businessmen  would  be  led  to  produce  by 
the  bait  of  larger  profit  if  they  anticipated  price  rises  during 
the  process  of  manufacture. 

The  original  anticipation  of  rising  prices  in  the  spring  of 
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1933  led  to  an  outburst  of  activity  in  buying  and  processing 
commodities.  But  this  speculative  flurry  was  short-lived, 
because  sufficient  consumer  demand  did  not  come  into  being 
to  absorb  the  extra  products  when  they  were  made.  And  sub- 
sequent events  showed  that  monetary  and  credit  policies  alone 
could  not  sustain  a  marked  price  rise.  As  far  as  domestic  trade 
is  concerned,  it  makes  little  difference  how  much  people  believe 
a  dollar  is  worth  in  terms  of  grains  of  gold,  or  how  much  the 
government  says  it  is  worth ;  what  affects  prices  is  the  number 
of  dollars  actually  spent  by  some  one  and  their  relationship  to 
the  supply  of  goods.  People  simply  did  not  have  money  to 
spend.  A  dollar  worth  fifty  cents  in  gold  will  not  be  spent  any 
more  quickly  than  one  worth  one  hundred  cents,  as  long  as 
that  dollar  remains  in  the  national  treasury  or  in  a  bank  vault. 
In  foreign  trade,  devaluation  may  have  a  more  direct  effect. 
It  makes  it  cheaper  for  foreigners  to  buy  here,  and  more 
expensive  for  Americans  to  buy  abroad.  If  foreigners  respond 
by  buying  more,  and  we  do  not  diminish  our  purchases  abroad, 
devaluation  will  therefore  tend  to  raise  domestic  prices,  in  so 
far  as  they  are  affected  by  the  things  bought  and  sold  abroad. 
But  if  foreign  trade  is  inactive,  this  result  is  slow  in  coming. 
Foreigners  may  not  buy  much  from  us  at  any  price.  And  we 
may  simply  diminish  our  purchases  abroad  when  the  prices 
of  imports  go  up.  The  results  of  devaluation  have,  for  these 
reasons,  been  disappointing  to  its  advocates. 

The  other  main  string  to  the  monetary  bow — extension  of 
credit  by  the  banks — has  also  failed.  The  theory  was  that  it 
was  only  necessary  to  crowd  the  banks  full  of  reserves  in 
order  to  expand  credit.  Banks  would  lend  rather  than  let  their 
funds  lie  idle.  If  they  lent,  the  borrowers  would  spend  more, 
the  total  of  purchasing  power  in  circulation  would  expand, 
prices  would  rise,  and  business  activity  would  increase.  This 
formula  had  been  tried  and  had  failed  under  Hoover;  it  has 
failed  even  more  signally  under  Roosevelt.  The  banks  have  the 
reserves  all  right,  but  commercial  credit  has  not  expanded. 
Excess  reserves  in  member  banks  of  the  Federal  Reserve 
System,  already  at  the  large  figure  of  $565,000,000  in  August, 
1933,  grew  to  $1,883,000,000  in  August,  1934.  Commercial 
loans  of  member  banks,  which  were  $21,000,000,000  in  1930, 
and  $15,000,000,000  in  1932,  had  fallen  to  $10,804,000,000  in 
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June,  1934.  Some  believe  that  the  banks,  to  express  a  grudge 
against  the  President,  are  deliberately  depriving  themselves  of 
profit  in  safe  and  lucrative  loans,  but  the  more  reasonable 
explanation  is  that  business  does  not  borrow  and  spend  the 
money,  because  it  does  not  want  to  expand  production.  Loans 
are  in  demand  by  those  who  are  hard  pressed  by  debt,  but  a 
mere  transference  of  debt  from  one  creditor  to  another  is  not 
what  the  policy  contemplates. 

The  index  of  wholesale  prices  has,  to  be  sure,  slowly  risen 
from  65  in  1932  and  66  in  1933  to  76  in  the  fall  of  1934  (the 
base  being  100  in  1923-25).  But  this  rise  may  be  accounted  for 
chiefly  by  the  crop-restriction  program  outlined  above  and  by 
the  NRA  price-raising  policies  to  be  considered  later.  Monetary 
and  credit  manipulation  have  had  little  to  do  with  it.  The  chief 
flaw  in  the  monetary  policy,  both  in  conception  and  execution, 
has  been  the  fact  that  it  overlooked  the  essential  factor  of 
volume.  Debts  are  paid  by  income,  not  by  prices.  Income 
depends  not  merely  on  the  price  for  goods  and  services,  but  on 
the  volume  in  which  they  are  sold.  The  amount  of  purchasing 
power  in  circulation  is  a  function  of  the  amount  of  money  that 
is  actually  employed  and  the  rapidity  of  its  exchange,  not  of 
its  gold  price.  Large  reserves  will  do  no  good  if  the  volume  of 
industrial  activity  does  not  put  them  to  use.  Upon  what  does 
volume  depend?  That  is  another  story.  But  one  of  the  most 
important  factors  in  expanding  or  restricting  volume  is  the 
interrelationship  among  various  kinds  of  prices  and  incomes. 
We  have  seen  how  this  works  out  in  agriculture.  And  the  mone- 
tary policy  served  to  obscure  this  crucial  fact  by  making 
people  believe  that  it  was  intended,  and  was  desirable,  to  raise 
all  prices,  and  to  raise  them  by  substantially  equal  amounts. 
It  gave  support  to  the  efforts  to  boost  those  prices  that  were 
already  too  high,  particularly  in  industry  under  the  NRA. 
Here  was  a  prime  example  of  lack  of  careful  planning  and 
coordination. 

Another  method  of  attempting  to  increase  activity  and 
put  more  money  in  circulation  was  through  government  spend- 
ing on  new  construction,  out  of  borrowed  funds.  Here  credit 
which  is  not  loaned  to  industry  is  channeled  to  the  government 
through  bank  purchases  of  government  bonds,  and  the  proceeds 
are  actually  spent  by  the  government.  If  inflation  is  desired, 
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this  is  the  one  practical  way  to  approach  it,  under  depression 
conditions.  But  the  $3,300,000,000  appropriated  for  this  pur- 
pose in  1933  has  been  insufficient.  The  spending  was,  for 
various  reasons,  slow  in  getting  started.  Part  of  the  appropria- 
tion was  segregated  for  ordinary  expenditures.  When  it  finally 
began  to  take  effect,  it  came  nowhere  near  compensating  for 
the  slump  in  private  building.  At  the  peak  of  construction  in 
1928,  the  value  of  contracts  awarded  stood  at  an  index  number 
of  135  (based  on  100  in  1923-25).  In  1932  it  had  fallen  to  28. 
By  the  first  eight  months  of  1934,  it  had  risen  only  to  about  33. 

Making  all  allowances  for  the  drop  in  prices,  it  is  obvious 
that  in  spite  of  government  activity  the  volume  of  total  con- 
struction is  still  very  low.  The  policy  has  helped  a  little,  but 
not  decisively.  At  the  same  time,  the  sums  spent  are  large 
enough  to  cause  concern  to  financial  interests  about  the  budget. 
It  is  argued  that  the  essential  task  is  to  stimulate  private 
investment,  since  this  normally  accounts  for  so  large  a  propor- 
tion of  building  activity,  and  that  government  spending  merely 
frightens  capital  into  hiding.  Here  the  government  has  fallen 
between  two  stools.  It  has  not  spent  enough  to  produce  an 
actual  upswing,  but  it  has  spent  enough  to  cause  a  reaction 
from  Wall  Street.  If  this  method  is  to  work,  it  looks  as  if  the 
government  would  have  to  go  far  enough  to  take  over  financial 
and  administrative  responsibility  for  over  60  per  cent  of  the 
building  industry.  To  do  this  it  would,  of  course,  have  to  build 
not  only  public  works  in  the  ordinary  sense,  but  enter  upon  a 
very  large  housing  program  and  perhaps  upon  industrial  con- 
struction as  well.  We  need  not  discuss  this  possibility,  since 
there  is  no  sign  that  it  has  been  seriously  considered. 

Federal  contributions  to  unemployment  relief,  inadequate 
as  they  are,  have  been  essential  to  minimize  suffering;  they 
have  constituted  not  so  much  a  policy  as  a  yielding  to  the 
obvious  need.  From  an  economic  point  of  view  they  have  had 
the  same  double  aspect  as  spending  on  public  works.  They  have 
stimulated  retail  markets;  it  is  probable  that  the  upswing  at 
the  beginning  of  1934  was  due  largely  to  the  enormous  amounts 
distributed  quickly  last  winter  through  the  CWA.  But  no 
sooner  did  the  good  results  begin  to  appear  than  this  mass 
spending  was  curtailed  on  account  of  pressure  from  conserva- 
tive interests.  The  government  was  actually  competing  against 


208  CURRENT  ECONOMIC  POLICIES 

private  employers  in  the  labor  markets;  those  who  had  been 
unemployed  were  in  some  cases  enabled  to  earn  more  on  relief 
work  than  those  who  were  employed.  The  objectors  did  not 
inform  us  how  an  increase  in  mass  purchasing  power  was  to 
be  achieved  except  by  a  competition  for  labor  which  would 
yield  full  employment  and  drive  wages  up;  it  was  merely 
thought  to  be  outrageous  that  the  unemployed  should  receive 
so  much  consideration.  The  spending,  too,  was  disliked  because 
of  its  effect  on  the  budget.  Should  the  government  assume  the 
responsibility  for  employing  and  compensating  in  case  of  acci- 
dent millions  of  persons  who  perhaps  might  never  again  find 
jobs  in  private  industry,  especially  if  private  industry  had  to 
increase  wages  ?  Unthinkable !  So,  on  the  theory  that  industry 
must  be  relied  upon  to  take  up  the  slack  of  employment, 
Federal  relief  has  been  curbed.  But  industry  has  not  taken  up 
the  slack. 

Meanwhile  the  agitation  for  budget  balancing  has  over- 
looked the  fact  that  by  far  the  largest  part  of  the  extraordinary 
budget  financed  by  borrowing  has  consisted  of  relief  to  cor- 
porate debtors,  rather  than  actual  spending  on  construction  or 
on  unemployment  relief.  On  August  31,  1934,  the  RFC  listed 
as  assets  loans  of  $1,802,000,000,  the  greater  part  of  these 
having  been  extended  to  banks,  railroads,  and  mortgage  loan 
companies,  and  a  smaller  but  considerable  part  to  insurance 
companies.  In  addition,  it  held  $769,000,000  of  preferred  stock 
and  other  capital  instruments  in  banks  and  insurance  com- 
panies. This  policy  of  debt-saving,  inherited  from  the  Hoover 
Administration,  while  it  somewhat  lowers  the  debt  charges, 
still  prevents  a  more  drastic  deflation  of  the  private  debt- 
capital  in  the  nation.  This  policy  is  merely  one  of  holding 
the  lines  for  large  aggregations  of  capital  while  awaiting  re- 
covery from  some  other  source.  In  important  cases,  as  in  that 
of  the  railroads,  it  undoubtedly  helps  to  postpone  what  may 
prove  to  be  an  essential  reduction  of  capital  costs  if  prices 
charged  for  service  are  to  be  reduced  and  so  are  to  stimulate 
increased  volume  of  business. 

Perhaps  the  most  striking  difference  between  this  depres- 
sion and  former  ones  of  comparable  magnitude  is  that  this 
time  there  have  been  far  fewer  bankruptcies  and  capital  re- 
organizations in  leading  corporations  such  as  railroads  and 
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industrials.  Capital  deflation  was  previously  more  prompt  and 
more  drastic.  It  can  be  argued  with  good  reason  that  in  this 
manner  former  deflations  were  rounded  out  and  the  way  for 
recovery  made  smooth.  New  accumulation  can  scarcely  begin 
as  long  as  bad  debts  of  the  past  are  not  written  off.  If  we  lay 
stress  on  price  disparities  as  an  obstacle  to  recovery,  we  must 
acknowledge  that  the  most  rigid  elements  in  the  price-and- 
cost  structure,  those  which  offer  most  resistance  to  down- 
ward readjustment,  are  those  arising  from  charges  on  past 
borrowings  and  investments.  This  is  the  very  rigidity  which 
is  buttressed  by  the  debt-saving  policy.  The  debt-capital  of 
the  country  is  so  interwoven  with  the  interests  of  groups  of 
persons  with  great  political  power  that  they  are  able  to  com- 
mand government  assistance  far  more  effective  than  that  inter- 
posed against  deflation  of  labor  and  the  farmers.  Can  price 
disparities  be  corrected,  and  can  recovery  come,  under  these 
conditions?  There  is  little  sign  as  yet  that  it  can. 

From  the  point  of  view  of  governmental  finances,  the 
loans  to  railroads  and  financial  corporations  will  provide  no 
permanent  burden  on  the  budget  if  recovery  comes  and  the 
existing  debt  charges  of  the  borrowers  can  thus  be  validated. 
But  if  recovery  does  not  come,  and  the  government  has  to 
meet  the  charges  out  of  current  income  derived  from  taxes, 
the  budget  will  be  in  greater  danger  from  this  source  than 
from  any  other.  If  government  spending  can  stimulate  re- 
covery, it  would  appear  foolhardy  to  incur  such  large  obliga- 
tions for  debt-saving  without  incurring  much  larger  obligations 
than  have  so  far  been  authorized  for  stimulative  spending.  If 
government  spending  cannot  stimulate  recovery,  then  the  debt- 
saving  policy  may  prove  to  be  merely  aggravating  the  chief 
obstacle  to  recovery  and  involving  the  government  in  an  ulti- 
mately inevitable  financial  crash  of  private  institutions. 

The  same  logic  applies  with  much  the  same  force  to  the 
total  of  nearly  $3,000,000,000  lent  to  distressed  debtors  by  the 
Home  Owners'  Loan  Corporation  and  the  Federal  land  banks. 

Now  let  us  turn  to  the  NRA.  The  impulse  for  this  came 
originally,  we  should  remember,  from  the  Black  bill  to  reduce 
hours  of  work  to  thirty  a  week,  and  the  amendment  to  it  spon- 
sored by  the  Secretary  of  Labor  for  wage  boards  to  establish 
minimum  wages  in  industries  where  they  were  believed  neces- 
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sary.  The  object  was,  by  shortening  hours,  to  increase  employ- 
ment ;  by  raising  the  lowest  wages  at  the  same  time  to  prevent 
the  shorter  hours  from  becoming  a  mere  work-spreading  meas- 
ure; and  by  both  in  combination  to  increase  the  purchasing 
power  of  labor.  The  intervention  of  industrial  interests  pre- 
vented this  bill  from  passing  by  substituting  for  it  a  broader 
measure  which  should  include  not  merely  labor  provisions 
which  were  supposed  to  accomplish  the  same  result  in  a  more 
flexible  and  practical  way,  but  also  provisions  for  action  by 
employing  interests  which  were  believed  to  be  helpful  to 
recovery. 

Because  the  NRA  began,  both  in  conception  and  in  ad- 
ministrative emphasis,  with  the  labor  provisions,  it  is  well  first 
to  check  the  accomplishment  in  that  sector.  The  results  have 
been  mixed.  We  can  fairly  admit  that  it  did  serve  to  check 
the  deflation  of  labor  which  was  proceeding  at  the  time.  It 
has  reduced  average  normal  hours  of  work,  though  in  some 
cases  the  working  week  established  in  the  codes  was  longer 
than  the  number  of  weekly  hours  of  employment  that  the 
workers  could  actually  enjoy.  The  index  of  factory  payrolls 
(based  on  ioo  in  1923-25)  was  46  in  1932,  49  in  1933,  and 
stood  at  58  in  September,  1934,  after  falling  gradually  from 
a  higher  point  in  May  of  this  year.  In  spite  of  an  increase  in 
the  cost  of  living,  this  represents  a  gain  in  the  purchasing 
power  of  factory  workers  over  the  disastrously  low  1932  level. 
But  the  distance  still  to  travel  is  tremendous,  if  the  purchasing 
power  of  the  workers  as  a  whole  is  even  to  approach  what  it 
was  before  the  crash.  In  1928,  for  instance,  factory  payrolls 
stood  at  102,  while  the  index  of  wholesale  commodity  prices 
was  97.  Now,  with  factory  payrolls  at  58,  commodity  prices 
are  78.  I  am  of  course  aware  that  workers  do  not  buy  goods 
at  wholesale,  but  the  spread  between  wholesale  and  retail 
prices  is  a  fairly  constant  percentage,  except  in  agricultural 
commodities.  These  figures  roughly  indicate  the  indubitable 
fact  that  factory  employees  can  now  buy  far  fewer  goods 
with  what  they  earn  than  they  could  in  1928.  In  view  of 
the  startling  intervening  gain  in  productivity  per  labor  hour, 
the  workers  should  be  able  to  buy  more  than  in  1928,  if  in- 
dustry is  to  be  kept  busy. 

A  large  part  of  the  increase  in  payrolls  is  accounted  for 
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a  gain  in  employment,  the  index  numbers  of  the  latter  being 
64  in  1932,  69  in  1933,  and  76  in  September,  1934.  The  result 
is  that  the  growth  in  the  purchasing  power  of  the  average 
individual  worker  is  much  less  than  the  growth  in  the  pur- 
chasing power  of  total  payrolls.  Meanwhile  the  unemployed, 
as  we  all  know,  continue  to  compose  an  appalling  total.  I  will 
leave  you  to  choose  your  own  figure  from  the  varying  esti- 
mates, but  it  can  hardly  be  less  at  the  present  time  than 
11,000,000. 

Here  again,  the  national  policy  has  done  some  good  with- 
out doing  nearly  enough.  What  chiefly  hampers  increase  of 
employment  and  payrolls  is  the  failure  of  production  to  in- 
crease more,  particularly  in  construction  and  the  industries 
making  capital  goods.  The  index  of  industrial  production  stood 
at  64  in  1932,  76  in  1933,  and  71  in  September,  1934,  the 
latter  figure  being  adjusted  to  compensate  for  seasonal  varia- 
tion. We  are  now  far  behind  a  year  ago  in  production;  even 
at  the  highest  point  of  1934  we  did  not  reach  the  peak  of  1933. 
Without  much  larger  production  than  at  the  height  of  pros- 
perity, we  cannot  now  employ  all  those  looking  for  jobs,  since 
the  population  has  increased  and  industrial  efficiency  has  ad- 
vanced. Reductions  of  weekly  hours  have  not  been  sufficient 
to  negate  this  conclusion.  Yet  our  production  now  hangs  at 
less  than  three-quarters  of  the  level  attained  from  1923  to 
1925.  This  figure,  it  should  be  noted,  is  a  physical  measure- 
ment; it  has  nothing  to  do  with  price  changes.  Whatever 
juggling  may  be  done  with  wages  and  hours  will  be  without 
effect  in  providing  necessities  for  the  workers  unless  physical 
production  markedly  increases.  For  we  cannot  eat,  wear,  live 
in,  or  use  anything  that  is  not  produced. 

The  slump  in  construction  and  the  capital  goods  industries 
is  clearly  revealed  in  the  figures  of  new  corporate  issues  of 
bonds  and  stocks.  Not  all  the  proceeds  of  such  issues  are 
actually  spent  for  buildings,  plant,  and  equipment,  to  be  sure, 
but  there  is  a  rough  parallel  between  the  new  money  invest- 
ment and  purchases  of  capital  goods,  especially  when  refund- 
ing issues  are  excluded  from  the  totals.  New  corporate  issues, 
which  totaled  $3,700,000,000  in  1926,  and  $7,900,000,000  in 
1929,  dropped  to  $325,000,000  in  1932  and  to  $124,000,000 
in  1933.  There  had  been  a  slight  upturn  in  1934,  but  for  the 
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first  ten  months  the  total  was  only  $143,000,000.  In  addition, 
it  should  be  remembered  that  much  new  investment  was  made 
during  prosperity  from  undistributed  profits,  and  that  this  is 
now  almost  entirely  lacking. 

Why  is  not  more  being  produced?  A  good  share  of  the 
answer  may  be  found  in  industrial  policy  under  the  NRA. 
The  codes  permit  industrialists  to  come  together  and  agree 
on  "fair  trade  practices,"  and  in  a  large  majority  of  cases  these 
practices  include  among  their  most  important  items  direct  or 
indirect  restriction  of  production  and  control  of  prices.  This 
is  not  the  place  to  elaborate  on  the  many  provisions  of  this 
sort;  there  have  been  able  and  extensive  studies  of  them 
elsewhere,  and  it  is  generally  known  that  they  exist.  They  are 
particularly  marked  in  the  industries  making  capital  goods, 
such  as  steel. 

A  direct  or  indirect  restriction  of  output  by  industrial 
agreement  reduces  the  amount  of  labor  required  in  the  industry 
in  which  it  exists.  It  reduces  the  demand  for  new  plant  and 
equipment  by  that  industry,  and  thus  helps  to  diminish  em- 
ployment in  the  construction  and  capital  goods  industries. 
When  the  restriction  involves  a  quota  system  of  some  kind, 
as  it  usually  does,  the  quotas  are  usually  allotted  to  inefficient 
and  efficient  alike.  Thus  the  incentive  to  efficiency  is  de- 
stroyed. Why  install  new  machinery  when  you  have  a  certain 
share  of  the  market  anyway  and  cannot  get  more,  however 
low  your  costs  or  however  enlarged  your  capacity?  In  this 
way,  also,  the  purchasing  of  new  capital  goods  is  discouraged. 

The  fixing  of  prices  by  agreement  among  sellers  almost 
invariably  means  fixing  prices  too  high  to  encourage  the  largest 
possible  sales  and  production.  The  price  must  be  fixed  high 
enough  to  cover  the  costs  of  less  efficient  concerns.  It  is  usually 
set  under  the  delusion  that  there  is  little  relationship  between 
price  and  volume  of  sales.  The  idea  of  the  seller  is  that  it  is 
important  to  make  a  sufficient  profit  on  the  existing  volume — 
much  more  important  than  to  gamble  on  the  chance  of  selling 
more  at  a  lower  price.  The  whole  impulse  of  price-fixing  under 
the  NRA  was  also  informed  by  two  general  assumptions :  first, 
that  since  a  rising  price  level  was  the  President's  aim  and 
would  stimulate  business,  it  was  at  once  patriotic  and  self- 
serving  to  raise  the  price  of  one's  own  product;  and  second, 
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that  it  was  legitimate  to  raise  prices  as  much  as  necessary 
to  charge  the  consumer  enough  to  cover  the  increased  labor 
costs,  thus  taking  in  at  the  cashier's  desk  what  was  paid  out 
in  the  pay  envelopes.  Indeed,  prices  were  probably  raised,  in 
many  cases,  more  than  enough  to  cover  the  rise  in  labor  cost. 
Thus,  the  NRA  price  policy  set  barriers  against  increase  in 
production  and  employment  by  discouraging  volume  of  sales, 
and  counteracted  much  of  the  limited  benefit  gained  by  the 
hours  and  wages  policy. 

It  has  become  customary  for  conservatives  to  charge  that 
the  NRA  made  a  mistake  in  increasing  labor  costs  first;  this 
was  supposed  to  have  discouraged  production  by  reducing 
profit  margins  and  so  hampering  business  incentive.  Because 
of  the  failure  of  the  government  to  collect  any  systematic  in- 
formation on  costs  and  profits  so  as  to  check  up  on  the  be- 
havior of  business  under  its  new  powers,  no  one  can  say 
with  complete  certainty  what  the  facts  are.  But  there  is  a 
strong  probability  that  they  are  the  exact  opposite  of  those 
assumed  by  conservative  critics.  The  first  concern  of  the  code 
authorities  seems  to  have  been  to  increase  profit  margins  by 
raising  prices  more  than  costs  went  up.  Business  thus  had  the 
supposedly  required  incentive,  but  the  result  was  not  to  enlarge 
activity.  Indeed,  the  very  means  of  seeking  profits  was  to 
restrict  output  in  one  way  or  another. 

The  most  striking  accomplishment  of  the  New  Deal  so 
far  has  been  to  increase  industrial  profits.  Whereas  in  1932 
business  was  running  at  an  aggregate  loss,  in  1933  and  1934, 
on  a  volume  not  strikingly  larger,  there  has  been  a  marked  in- 
crease in  the  number  of  firms  making  profits  and  in  their  net 
earnings.  This  was  accomplished  by  diverting  a  lion's  share 
of  the  small  gain  in  the  national  income  to  the  owners  of  indus- 
try, through  creating  a  wider  spread  between  costs  and  prices. 
But  profits  achieved  by  practices  which  tend  to  restrict  out- 
put cannot  be  a  stimulating  factor.  Indeed,  the  limit  of  their 
own  growth  will  quickly  be  reached,  if  it  has  not  already  been 
passed.  Genuine  or  permanent  prosperity  cannot  be  erected  on 
such  a  basis.  The  price-and-production  policy  of  the  NRA  has 
helped  to  checkmate  all  other  recovery  efforts. 

If  this  analysis  approaches  the  truth,  it  becomes  apparent 
that  the  idea  of  trying  single  experiments  in  national  economic 
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policy,  unconnected  with  one  another,  is  self-defeating.  Our 
economy  covers  vast  reaches  of  territory  and  endeavor,  but 
each  part  of  it  is  affected  in  some  way  by  every  other,  and 
planning  for  it  cannot  be  effective  unless  there  is  a  definition 
of  general  objectives  which  can  be  translated  into  coordinated 
policies  for  each  important  aspect  of  policy.  It  is  also  clear 
that  where  the  government  has  chiefly  failed  is  in  the  areas 
where  it  has  left  most  control  in  the  hands  of  private  capital 
or  private  employers.  The  only  way  that  the  farmers  can  be 
helped,  as  long  as  industry  restricts  its  output,  is  to  restrict 
their  output  as  well,  and  so  reduce  an  already  inadequate  food 
supply.  Capital  insists  that  it  be  safeguarded  against  deflation 
by  government  loans,  but  this  protection  does  not  lead  it  to 
enlarge  production  or  employment  sufficiently,  or  to  adopt 
policies  which  may  induce  such  enlargement.  Although  new 
investment  is  necessary,  private  owners  fail  to  invest.  Efforts 
to  save  the  markets  of  private  industry  by  enlarging  mass 
purchasing  power  are  resisted  and  counteracted  by  private 
industry  itself. 

It  is  difficult  to  see  how  even  the  best  coordinated  plan- 
ning could  really  serve  the  social  interest,  unless  there  were 
effective  social  control  not  only  over  money  and  credit  but 
over  prices  of  all  types,  wages,  production,  and  investment, 
and  unless  this  control  were  directed  consistently  toward  the 
end  of  producing  and  distributing  more  goods  and  services  of 
the  sorts  most  needed  by  the  majority  of  the  people. 
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IDLENESS  of  the  means  of  production  is  an  inevitable  con- 
sequence of  individualistic  competition  in  production  and 
distribution.  It  is  inevitable,  because  under  untrammeled  indi- 
vidualism every  manufacturer  hopes  to  capture  for  himself 
a  large  share  of  the  market  and  equips  himself  accordingly. 
And  as  long  as  his  equally  ambitious  competitors  are  not  elimi- 
nated, he  runs  his  plant  only  at  part  capacity.  His  competitors 
do  likewise,  until  some  of  them  are  eliminated,  in  which  case 
the  plants  either  become  idle  until  the  bankrupt  firm  is  re- 
organized, or  else  scrapped.  Such  idleness  of  plants  is  inevitable 
as  long  as  the  capacity  to  produce  goods  is  greater  than  the 
capacity  to  purchase  goods. 

An  engineering  analysis  of  the  situation  calls  for  definite 
answers  to  the  three  following  questions,  in  the  order  given : 
(i)     Are  we  distributing  our  products  and  services  so  as 

to  satisfy  all  existing  wants  and  needs  in  all  economic 

strata  of  our  society? 

If  not,  why  not? 

(2)  Are  our  productive  means  sufficient  to  secure  an 
adequate  standard  of  living  for  all? 

If  not,  what  means  are  inadequate? 

(3)  Is  our  population  productively  engaged  in  produc- 
tion of  goods  and  services  needed? 

If  not,  why  not? 
The  correct  answer  to  these  queries  has  been  sensed  for 
some  time  past,  as  is  evidenced  by  such  current  expressions  as 
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"economy  of  abundance,"  "stupidity  of  poverty,"  "paradox  of 
want  amid  plenty,"  and  others.  The  answer  implied  by  these 
questions  is  that  we  possess  adequate  means  of  production  to 
secure  abundance  and  make  poverty  unnecessary,  but  a  re- 
liable inventory  of  existing  means  of  production  has  never  been 
carried  out  to  give  an  indisputable  answer. 

There  have  been  three  attempts  to  obtain  an  answer.  The 
first  was  made  by  the  Columbia  University  Committee  on 
Economic  Reconstruction  in  193  2  -193  3.  Their  method  of  ascer- 
taining the  existing  excess  of  productive  capacity  was  that  of 
an  assay.  Some  two  hundred  questionnaires  were  sent  out  to 
persons  possessing  first-hand,  practical  information  on  condi- 
tions in  various  industries,  and  the  answers  were  tabulated  and 
studied.  The  conclusion  reached  was  that  the  existing  excess 
of  productive  capacity  in  industry  was  nearly  equal  to  that 
actually  engaged  in  production. 

The  second  attempt  was  made  by  the  Brookings  Institu- 
tion, under  the  direction  of  Dr.  Edwin  G.  Nourse,  in  America's 
Capacity  to  Produce.  In  this  research,  which  covered  not  over 
one-half  of  our  industries,  the  assumptions  were  made  that  the 
limiting  factors,  such  as  seasonality  of  production,  one-shift 
operation,  lack  of  market,  etc.,  were  real  and  inevitable.  There- 
fore, the  conclusion  reached  that  approximately  19  per  cent  of 
our  productive  equipment  remained  idle  during  the  peak  of 
our  prosperity  in  1929,  is  not  at  all  indicative  of  the  available 
means  of  production  during  that  period.  Under  the  economic 
conditions  existing  in  1929,  plants  and  mines  could  not  have 
produced  more  than  they  did,  as  they  produced  for  sale,  not 
for  consumption.  For  this  reason,  the  report  of  the  Columbia 
University  Committee  on  Economic  Reconstruction  and  the 
report  of  the  Brookings  Institution's  research  are  not  com- 
parable. 

The  third  and  most  recent  survey  of  potential  product 
capacity  was  carried  on  during  the  spring,  summer,  and  fall  of 
1934  by  a  group  of  engineers,  agronomists,  and  technicians 
identified  with  the  National  Survey  of  Potential  Product  Ca- 
pacity. Their  unique  task  was  to  ascertain  what  consumer 
goods  and  services  could  be  expected  if  production  were  di- 
rected toward  the  satisfaction  of  the  needs  and  reasonable 
wants  of  the  population  and  if  it  were  limited  by  physical 
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factors  only.  Their  findings  were  based  on  study  of  govern- 
mental statistics  such  as  data  of  the  Bureau  of  the  Census, 
Department  of  Labor,  War  College,  Department  of  Com- 
merce, etc.,  carefully  checked  against  various  commission  re- 
ports and  code  hearings  and  rechecked  by  comparison  with 
statistics  available  in  different  trade  associations.  The  findings 
indicate  that,  expressed  in  1929  dollars,  capacity  output  would 
amount  to  $71,423,833,000,  as  against  the  value  of  actual  pro- 
duction in  1929  of  $38,635,106,000.  In  other  words,  in  1929 
there  existed  84.8  per  cent  of  excess  capacity  to  produce  con- 
sumer goods. 

The  distribution  of  this  unused  capacity  and  the  actual 
comparison  of  1929  output  with  capacity-output  is  as  follows: 

Value  of        Capacity- 
ip2p  pro-  output 

duction  l  value  2 

Food  manufactured 2   $14,308,806  $29,739,830 

Wearing  apparel   9,558,340  19,909,418 

Housing  supplies  4,814,128  7,055,515 

Transportation,  gas,  oils,  automobiles 6,306,446  7,768,425 

Personal  requisites    1,442,094  2,056,778 

Recreational  accessories  1,474,493  3,353,939 

Health,  drugs  and  sanitary  supplies 730,799  1,539,928 

$38,635,106    $71,423,833 

1  Wholesale  prices. 

2  Capacity  for  food  manufacture  is  based  on  processing  only  and 
predicates  available  raw  material  (at  present  not  raised). 

Stated  differently  and  including  in  the  total  of  national 
income  not  only  goods  produced  but  also  services  rendered,  it 
was  shown  that  the  national  income  of  the  people  of  the  United 
States,  had  production  been  limited  only  by  physical  factors 
and  available  knowledge,  could  have  provided  goods  and  serv- 
ices amounting,  at  1929  prices,  to  something  over  135  billion 
dollars.  But  this  potential  output  could  not  be  achieved  and 
consumed  unless  the  equivalent  purchasing  power  were  avail- 
able. In  1929  the  national  income  of  the  citizens  of  the  United 
States,  under  the  open-market  system,  consisted  of  goods  and 
services  amounting  at  retail  prices  (including  imputed  income 
and  some  unavoidable  duplications)  to  $96,552,894,000.  Sub- 
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tracting  the  excess  value  (at  retail  prices)  of  exports  over  im- 
ports, and  of  carried-over  inventory,  $93,917,894,000  was  left 
for  domestic  consumption. 

The  above-mentioned  135  billion  dollars  is  not  an  estimate 
of  value  of  output  at  full  capacity.  Any  estimate  of  available 
productive  capacity,  however  accurate,  is  meaningless  in  itself 
unless  and  until  both  actual  production  and  full  capacity- 
output  are  compared  with  a  definite  "yardstick,"  however 
arbitrary  this  yardstick  may  be.  Such  a  yardstick  for  measuring 
the  deficiency  of  our  standard  of  living  and  the  adequacy  or 
inadequacy  of  our  productive  means  was  found  in  a  budget 
worked  out  by  the  NSPPC.  This  is  a  composite  of  various 
budgets  prepared  by  different  organizations  and  authorities, 
such  as  the  Department  of  Agriculture,  Siebling  and  Ward 
(budget  for  a  "liberal"  diet),  the  University  of  California,  the 
YWCA,  and  the  Amalgamated  Clothing  Workers  (wearing- 
apparel  budgets).  These  and  other  organizations  also  drew  up 
budgets  for  household  furniture  and  furnishings.  These  budg- 
ets were  revised,  adjusted  to  the  price  level  of  1929,  and 
balanced.  According  to  them,  a  healthy  and  comfortable  budget 
for  a  statistical  family  of  4.1  members  could  be  obtained  at 
1929  prices  on  an  income  of  $4,370  per  year  at  once,  or  approxi- 
mately 135  billion  dollars  for  the  population  of  continental 
United  States,  and,  as  the  housing  program  is  accomplished,  it 
would  reach  155  billion  dollars  in  seven  to  ten  years. 

The  inadequacy  of  our  national  budget  and  the  excess  of 
unused  productive  capacity  are  further  emphasized  by  the  un- 
even distribution  of  buying  power.  Some  21,566,000  families, 
or  about  78  per  cent  of  all  American  families,  had  monetary 
incomes  of  less  than  $3,000  per  annum,  while  16,345,000  fami- 
lies, or  about  60  per  cent,  had  monetary  incomes  below  $2,000 
per  annum.  In  the  second  volume  of  the  Brookings  Institution's 
study  America's  Capacity  to  Consume  Drs.  Leven,  Moulton, 
and  Warburton  describe  such  an  income  as  "sufficient  to  supply 
only  basic  necessities"  and  have  given  a  more  detailed  classi- 
fication of  the  income  groups  of  the  American  population. 

Thus  our  first  query,  "Are  we  distributing  our  products 
and  services  so  as  to  satisfy  all  existing  wants  and  needs  in 
all  economic  strata  of  our  society?"  is  answered  in  the  nega- 
tive. If  we  had  operated  our  productive  means  at  full  capacity, 
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we  would  have  produced  at  least  84.8  per  cent  more  than  we 
did  in  1929.  If  we  had  operated  approximately  half  of  our 
idle  plant,  we  would  have  produced  40  per  cent  more  goods 
than  we  did  in  1929,  and  in  this  manner  would  have 
met  the  NSPPC  standard  of  living  with  a  budget  of  $4,3  70. 
Inasmuch  as  the  average  income  of  the  people  of  the 
United  States  has  for  various  reasons  been  considerably  below 
this  figure,  and  since  the  manufacturers  of  goods  and  the 
mongers  of  services  were  unwilling  to  dispense  them  without 
a  profit,  a  considerable  share  of  our  means  of  production  re- 
mained idle,  and  a  large  portion  of  our  population  lived  below 
the  standard  of  comfort  and  decency. 

Since  the  answer  to  our  first  query  is  thus  negative,  the 
second  question  is :  "If  we  did  not  distribute  our  products,  why 
did  we  not  distribute  them  to  meet  the  wants  and  needs  of  the 
population  ?"  The  answer  to  this  subquestion  was  clearly  given 
by  the  foremost  American  engineer,  Mr.  H.  L.  Gantt,  in  his 
book  Organizing  for  Work3  : 

"The  answer  is  simple  enough  and  plain.  The  aim  of 
our  efficiency  has  not  been  to  produce  goods,  but  to  har- 
vest dollars.  If  we  could  harvest  more  dollars  by  produc- 
ing fewer  goods,  we  produced  the  fewer  goods.  If  it 
happened  that  we  could  harvest  more  dollars  by  producing 
more  goods,  we  made  an  attempt  to  produce  more  goods, 
but  the  production  of  goods  was  always  secondary  to  the 
securing  of  dollars." 

In  193 1  our  noted  banker,  Mr.  A.  H.  Wiggin,  testifying 
before  a  Congressional  committee,  stated: 

"The  manufacturer  keeps  on  manufacturing  goods  as 
long  as  his  customers  demand  them  and  as  long  as  he  can 
sell  them  at  a  profit,  and  when  he  cannot  sell  them  at  a 
profit  he  begins  to  reduce  his  production." 

Our  second  query,  "Are  our  productive  means  sufficient 
to  secure  an  adequate  standard  of  living  for  all?"  is  already 
partially  answered.  In  order  to  obtain  an  accurate  answer,  it 
is  necessary  to  inquire  into  various  stages  of  the  productive 
process.  In  other  words,  an  inquiry  of  that  nature  begins  with 

3Harcourt,  Brace  &  Howe,  New  York,  191 9. 
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an  inventory  of  available  natural  resources  such  as  mineral 
fuels,  waterpower,  ores,  arable  land,  timber  land,  and  so  on. 
The  answer  is  that,  with  the  possible  exception  of  uncertain 
reserves  our  petroleum  deposits,  and  with  a  definite  shortage  of 
forests  and  not  inexhaustible  supply  of  iron  ore,  our  natural 
resources  are  adequate  for  many  generations  to  come.  In  some 
instances,  necessary  substitution  of  various  minerals  was  noted, 
as  well  as  the  total  absence  of  certain  metals  indispensable  in 
the  present  state  of  technique,  which  must  be  imported  in  ex- 
change for  such  products  as  special  and  general  machinery, 
automobiles  and  tractors,  possibly  cotton  and  cereals,  and  de- 
cidedly coal  and  its  by-products. 

The  next  stage  was  to  consider  the  first  processing  of  raw 
materials,  such  as  smelting,  cleaning,  sorting  and  storage  of 
various  products,  and  noting  deficiency  of  facilities  (or  bottle- 
necks), if  any.  The  consecutive  stages  of  processing,  conver- 
sion, fabrication,  and  manufacture  were  likewise  studied  with 
the  same  object  in  view.  No  serious  shortages  were  noted  in 
any  of  these  stages,  with  a  few  exceptions  that  could  readily 
be  remedied  with  the  available  equipment  in  the  producer- 
goods  industries,  the  capacity  of  which  can  be  at  once  doubled 
by  the  introduction  of  double  shifts  instead  of  convention 
single-shift  operation.  In  this  connection  the  probable  shortage 
of  skilled  mechanics  and  trained  machine  operators  and  engi- 
neers is  to  be  emphasized,  but  the  seriousness  of  the  situation 
is  mitigated  by  the  fact  that  modern  machinery,  especially  in 
the  consumer-goods  industries,  is  gradually  becoming  so  auto- 
matic that  the  training  of  necessary  help  (as  war  experience 
has  indicated)  will  require  but  a  short  period  of  time. 

In  this  connection,  the  definition  of  "capacity"  is  all-im- 
portant. Throughout  our  study,  capacity  was  understood  as 
the  ability  to  produce  goods  and  services  with  the  existing 
equipment  and  actual  method,  had  production  been  limited  by 
physical  factors  only.  Yet  this  definition  permits  of  various 
interpretations.  For  instance,  the  well-defined  capacity  or 
machine  rating  has  to  be  referred  to  a  time  unit  as  expressed 
in  such  terms  as  kilowatt-hours,  or  tons  per  hour,  or  yards  per 
minute,  or  barrels  per  day.  The  variations  in  the  time  rate  by 
changes  in  the  method  of  management,  by  improvements  in 
the  load  factor,  etc.,  while  not  affecting  the  capacity  rating, 
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change  widely  the  capacity  output.  On  the  other  hand,  the 
capacity  of  a  plant  to  produce  a  certain  output  in  a  given  time 
is  neither  the  sum  total  of  the  capacity  of  producing  units  in 
that  plant  nor  the  capacity  of  the  least  productive  unit  in  a 
chain  of  operations,  but  rather  the  resultant  of  several  forces. 
In  no  case,  however,  were  limiting  factors  of  a  financial  nature, 
such  as  seasonality  of  demand  and  conditions  imposed  by  com- 
petition, market,  trade  customs,  and  others,  considered  as  real 
physical  limitations.  Allocating  in  this  manner,  step  by  step, 
through  processing  and  conversion  of  materials,  we  have  ar- 
rived at  definite  physical  quantities  of  goods  that  could  be 
made  available  for  consumption,  as  well  as  existing  capacities 
for  their  production.  The  budget  requirements  for  each  item 
were  then  compared  with  both:  1929  production  and  the  capac- 
ity output.  These  data  are  given  in  a  table  in  the  appendix.4 

From  the  table  it  is  evident  that  the  answer  to  our  sec- 
ond query  is :  The  means  for  providing  a  comfortable  standard 
of  life  for  all  are  adequate.  It  is  equally  obvious  that  the  rea- 
son we  do  not  fully  utilize  the  means  of  production  is  that  the 
income  of  the  consumers  is  below  the  sum  total  of  prices  asked. 
This  difference  amounted  to  approximately  42  billion  dollars 
annually.  This,  in  turn,  gives  us  a  definite  answer  as  to  the 
reason  for  the  existing  and  recurrent  unemployment. 

Passing  now  to  our  third  query,  "Have  we  enough  man 
power  to  produce  the  goods  needed?"  we  must  consider  this 
question  in  the  historic  perspective  of  development  of  our 
technology  and  science  and  art  of  engineering  and  management. 

During  the  past  decade  or  two,  we  witnessed  a  steady  in- 
crease in  value  added  by  manufacture  per  man  per  year,  as  is 
shown  in  the  following  table: 

Value  added 

Year  per  man  year 

1919 $2,491 

1920 1,930 

J925 3,35o 

1929 3,770 

1930 4,410 

!93i 4,950 

1932 Over  $5,000 

4  Table  7,  Output,  Capacity,  and  Budget  Required  of  Goods  and 
Services  in  the  United  States,  pp.  274-5. 
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Correspondingly,  the  index  of  labor  productivity  has  been 
rising,  as  follows: 

Index  of 
Year  productivity 

1919 100 

1929 151 

1930 138 

1931 138 

1932 129 

1933 147 

In  other  words,  two  men  to-day  produce  what  required  three 
men  in  19 19.  Temporary  drop  in  productivity  early  during  the 
crisis  has  been  regained. 

Consequently,  with  the  increased  productivity  of  labor, 
the  loss  represented  by  nonutilization  of  labor  has  been  grow- 
ing, as  follows: 

Loss  in  million  dollars, 
on  basis  of  constant 
Year  ratio  with  population 

1919 $536 

1929 8,821 

1930 16,660 

1931 25,562 

At  the  same  time,  the  index  of  wages  has  been  going  down, 
as  follows: 

Index 
Year  of  wages 

1919 100 

1929 116 

1930 I07 

1931 96 

1932 78 

1933 78 


During  the  same  period  the  accretion  of  new  plant  equip- 
ment was  retarded  until,  by  1932,  the  depreciation  charges  ex- 
ceed the  value  of  new  installations,  thus : 
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Net  yearly  increase 
Value  of  new  industrial  of  new  industrial 

Year  machinery  and  equipment    machinery  and  equipment 

(In  millions  of  current  dollars) 

iQia $3,943  $249i 

1929 3,569  469 

1930 2,045  x9° 

1931 1,557  244 

1932 945  —43 

note:  Yearly  increase  in  equipment  is  deflated  by  Bureau  of  Labor 
Statistics  index  of  wholesale  prices  of  metal  and  metal  products  for 
comparison  with  yearly  value  added  by  workers.  This  and  the  preced- 
ing table  are  based  on  data  furnished  by  Dr.  W.  E.  Roylance  of  the 
United  States  Department  of  Labor. 

In  view  of  this  rapidly  growing  depreciation  and  ob- 
solescence of  productive  equipment  in  our  industries,  it  is 
reasonable  to  assume  that  its  replacement  and  the  general 
modernization  of  industrial  plants  will  proceed  along  the  lines 
of  installation  of  the  most  efficient  labor-saving  machinery. 
In  this  connection,  a  few  examples  picked  at  random  will  be 
illustrative. 

Within  the  last  decade,  the  productivity  of  anthracite 
miners  decreased  from  657  to  647  tons  (1919-29),  due  to  ex- 
haustion of  the  thicker  veins  and  the  restricted  use  of  me- 
chanical means,  but  during  the  crisis  rose  4.8  per  cent  (1931), 
whereas  in  bituminous  coal  mining,  where  mechanical  cutting, 
loading,  etc.,  were  introduced,  the  productivity  per  miner  rose 
from  1,150  to  1,450  tons  (or  26  per  cent  from  1919  to  1929) 
and  during  the  crisis  continued  to  increase  (32.1  per  cent  in 
1930,  30.4  per  cent  in  1931).  In  copper  mining,  productivity 
per  man-hour  increased  from  14.7  to  15.7  tons;  in  the  mining 
of  iron  ore,  productivity  increased  from  1,060  to  1,360  tons; 
in  the  mining  of  lead  and  zinc,  productivity  per  man-hour  ad- 
vanced from  40.7  to  61.6  tons. 

Taking  large  industrial  groups  as  units,  the  Department  of 
Labor  has  worked  out  indices  of  labor  productivity,  with  the 
year  19 19  as  100,  as  shown  in  the  table,  on  page  226. 

From  this  table  it  is  apparent  that,  while  within  the  dec- 
ade productivity  per  man-hour  has  about  doubled,  during  the 
first  two  years  of  the  depression  it  increased  by  one-eighth  on 
the  average.  Since  then,  impetus  has  been  given  to  construe- 
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tion  of  automatic,  high-speed  machinery,  and  the  advancement 
made  in  automatic  control,  photo-electric  cell  application,  etc., 
has  led  to  the  development  of  machinery  and  processes  which 
are  far  exceeding  in  productivity  per  man-hour  anything  hith- 
erto known.  To  illustrate,  the  textile  finishing  process,  which 
has  been  carried  on  at  a  speed  between  75  and  85  yards  per 
minute,  in  four  recently  completed  plants  has  been  increased 

Industry  ip2p  1931 

Food  and  kindred  industries 188  233 

Textiles  and  their  products 147  160 

Forest  products 157  160 

Paper  and  allied  products 192  230 

Printing  and  publishing 246  299 

Chemicals 194  262 

Petroleum  and  coal  products 214  226 

Rubber  products 148  196 

Leather  and  its  products   135  142 

Stone,  clay  and  glass 197  228 

Iron  and  steel  191  168  * 

Nonferrous  metals   200  207 

Machinery   205  216 

Transportation  equipment    208  212 

Miscellaneous  manufactures  250  330 

All  manufactures   188  211 

*Does  not  include  machinery. 

to  200,  250,  and  300  yards  per  minute.  In  the  machine-tool 
industry,  a  broaching  machine  has  been  perfected  which  fin- 
ishes from  the  rough  1,600  automobile  parts  in  the  same  time 
as,  by  previous  processes,  four  machines  working  consecu- 
tively could  finish  60  pieces.  In  the  steel  industry,  five  modern 
plants  put  into  operation  within  the  last  two  years,  where  the 
rolling  of  sheets  formerly  required  over  4,000  men,  now  can 
produce  same  number  of  sheets  rolled  in  a  continuous  mill 
with  the  aid  of  only  130  men.  Therefore,  it  can  safely  be 
expected  that  with  the  stimulation  of  the  producer-goods  in- 
dustries, the  displacement  of  workers  in  the  consumer  goods  in- 
dustries, modernized  by  the  new  equipment,  will  go  on  at  an 
accelerated  rate,  and  what  is  to-day  known  as  unemployment 
of  technology  may  be  turned  into  actual  technological  unem- 
ployment in  the  near  future.  Therefore,  the  problem  of 
available  man  power  is  not  one  of  numbers,  but  one  of  high 
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degree  of  intellectual  development  required  for  the  operation 
of  modern  machinery. 

To  sum  up,  the  new  technique  of  power  production5  as 
developed  in  the  competitive  society  can  no  longer  be  fully 
utilized,  due  to  the  internal  contradictions  above  outlined.  New 
economic  and  social  relations  are  therefore  forced  upon  us 
by  the  development  of  technique  and  productive  methods 
which,  however,  of  necessity  produce  not  goods  but  idleness  in 
a  society  which  is  organized  to  harvest  dollars  rather  than  to 
produce  goods.  Under  existing  economic  conditions  we  are 
facing  the  paradox  of  growing  one  blade  of  grass  where  two 
grew  before. 

5  See  The  Power  Age,  by  Walter  N.  Polakov;  Covici,  Friede,  N.  Y. 
1934. 


CHAPTER  XV 

THE  NEED  FOR  A  WORKERS'  AND 
TECHNICIANS'  PLAN  IN  THE  UNITED  STATES 

EARL  BROWDER 


"ECONOMIC  PLAN"  has  become  the  current  magic  phrase. 
It  is  invoked  as  the  answer  to  all  current  difficulties.  It  sanc- 
tifies all  sorts  of  policies,  no  matter  how  insane.  Of  all  the 
current  talk  about  planning,  about  99  per  cent  can  be  classi- 
fied as  either  (1)  idle  chatter,  or  (2)  proposals  for  planned 
destruction,  that  is,  a  form  of  economic  suicide. 

Roosevelt's  New  Deal  policies  give  the  type  of  current 
"economic  plan"  that  requires  our  evaluation.  Mr.  H.  G.  Wells, 
in  his  recent  autobiography,  expresses  the  current  idea  when 
he  places  the  New  Deal  alongside  the  Five- Year  Plan  of  the 
Soviet  Union,  as  the  two  outstanding  examples  of  "planning." 
How  such  a  fantasy  could  gain  mass  currency  is  a  tribute 
to  the  capacity  for  myth-making  and  uncritical  faith  that 
still  exists.  The  slightest  examination  of  the  New  Deal  reveals 
such  depth  and  sharpness  of  inner  contradiction,  such  studied 
unrelatedness  of  its  parts,  to  one  another  and  to  the  whole, 
such  complete  absence  of  any  unifying  principle,  or  even  point 
of  view  and  approach,  as  to  secure  for  the  New  Deal  the 
rightful  position,  not  of  an  example  of  social-economic  plan- 
ning, but  rather  of  its  antithesis. 

This  is  true  whether  we  approach  the  question  from  the 
point  of  view  of  production,  that  is,  with  a  demand  for  the 
fullest  possible  utilization  of  the  productive  forces,  or  from 
the  angle  of  distribution,  that  is,  with  a  demand  for  a  guar- 
anteed minimum  standard  of  decent  living  for  the  masses.  The 
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New  Deal  moves  not  a  step  toward  either  demand,  but  rather 
in  the  opposite  direction. 

The  outstanding  characteristic  of  the  New  Deal  is  its 
planned  destruction  of  accumulated  stock  and  planned  limita- 
tion of  production,  while  simultaneously  a  big  section  of  the 
population,  from  one-fourth  to  one-third,  excluded  from  eco- 
nomic life,  continues  to  live  only  by  grace  of  charity  doles, 
which  reduce  living  standards  to  a  point  hitherto  associated 
only  with  Asiatic  coolie  labor. 

Thus,  the  New  Deal  "planning"  does  not  overcome  the 
crisis,  but  only  intensifies  it.  Where  the  spontaneous  forces 
of  the  crisis  destroy  blindly,  the  New  Deal  tries  to  substitute 
planned  destruction ;  that  is  a  difference,  but  it  is  not  a  differ- 
ence in  direction  or  of  fundamental  quality.  Along  with  this 
necessarily  goes  a  systematic  reduction,  absolute  and  relative, 
of  living  standards  of  the  masses.  The  New  Deal  does  not  plan 
to  overcome  the  crisis,  but  tries  only  to  give  the  crisis  itself 
an  organized  character. 

The  New  Deal  is  shot  through  and  through  with  contra- 
dictions. Roosevelt's  right  hand  must  not  know  what  his  left 
hand  doeth.  The  NRA  cancels  the  results  promised  by  the  AAA. 
The  RFC,  PWA,  CWA,  etc.,  cancel  the  "economy  program." 
The  inflation  cancels  the  promised  increase  of  mass  purchas- 
ing power.  Out  of  the  conflicting  policies  emerges  the  net 
result  of  greater  monopoly  of  riches  at  one  pole,  deeper  poverty 
at  the  other ;  stronger  organization  of  predatory  finance  capital, 
with  deepening  chaos  and  disintegration  of  economy  as  a 
whole;  mounting  volume  of  talk  about  cooperation  of  classes, 
of  civil  peace,  but  in  life  more  and  sharper  class  struggles. 

Are  these  contradictions  avoidable,  or  are  they  inevitable  ? 

They  are  inevitable — so  long  as  the  premise  is  taken  that 
the  capitalist  system  must  be  maintained.  They  are  avoidable 
— when  the  premise  is  taken  of  the  full  utilization  of  all  pro- 
ductive forces,  and  the  removal  of  all  influences  and  controls 
which  hinder  this  full  utilization,  that  is,  the  removal  of  capi- 
talist private  property  in  the  means  of  production.  Not  Roose- 
velt, or  any  other,  can  overcome  the  contradictions  while  he 
remains  within  the  limitations  of  capitalist  property  relations. 
Capitalist  economy  and  planned  economy  are  fundamentally 
in  contradiction  and  mutually  exclusive. 
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This  explains  why  all  the  furore  about  planning,  all  the 
Brain  Trusts,  all  the  State  Planning  Commissions  at  work 
throughout  the  United  States,  all  the  books  about  planning, 
all  the  research  of  the  higher  institutions  of  learning,  are  all 
so  singularly  barren  of  results.  It  is  not  because  all  these  brains 
are  of  inferior  quality,  but  because  they  have  been  given  the 
impossible  task  of  reconciling  the  irreconcilable. 

In  contrast  with  this  barren  chatter  about  a  planned 
economy  in  the  United  States  stands  the  experience  of  scien- 
tific planning  and  the  execution  of  these  plans,  in  the  Soviet 
Union.  The  first  Five- Year  Plan  was  really  carried  out;  not 
only  that,  it  was  exceeded.  The  second  Five- Year  Plan  is  al- 
ready bringing  "backward"  Russia  up  to  the  front  ranks  of 
all  industrial  nations.  There,  alone  of  all  countries,  there  is  no 
crisis.  There,  alone,  all  productive  forces  are  fully  utilized; 
there,  alone,  therefore,  do  these  productive  forces  grow — and 
at  a  rate  never  before  seen  in  the  world. 

The  planned  economy  of  the  Soviet  Union  is  not  some 
accidental  discovery,  nor  is  it  the  result  of  national  peculiari- 
ties, of  a  momentary  situation.  It  is  the  direct  outcome  of  the 
best,  most  scientific  thought  of  mankind.  It  was  clearly  pro- 
jected as  long  ago  as  1848.  It  is  in  the  direct  line  of  develop- 
ment from  the  Communist  Manifesto,  written  by  Karl  Marx 
and  Friedrich  Engels.  It  was  further  developed  by  V.  I.  Lenin 
and  the  modern  Communist  Party  (Bolsheviks),  and  realized 
itself  in  the  planned  economy  of  the  Soviet  Union.  It  demon- 
strated its  independence  and  virility  by  progressing  even  more 
rapidly,  under  the  guiding  hand  of  Stalin,  during  the  period 
when  the  capitalist  world  fell  into  deepest  crisis. 

Surely,  it  would  seem  that  a  serious  approach  to  the 
problems  of  a  planned  economy  would  require  mastery  of  those 
scientific  theories  which  have  actually  produced  the  only 
example  known  to  history. 

Marx  and  Engels,  as  far  back  as  1848,  foresaw  the  whole 
course  of  capitalism.  The  Communist  Manifesto,  written  then, 
reads  like  a  contemporary  description  of  the  present  crisis. 
Allow  me  to  quote: 

"Society  suddenly  finds  itself  put  back  into  a  state  of  elementary 
barbarism;  it  appears  as  if  a  famine,  a  universal  war  of  devastation, 
had  cut  off  the  supply  of  every  means  of  subsistence;  industry  and 
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commerce  seem  to  be  destroyed;  and  why?  Because  there  is  too  much 
civilization,  too  much  means  of  subsistence,  too  much  industry,  too 
much  commerce.  The  productive  forces  at  the  disposal  of  society  no 
longer  tend  to  further  the  development  of  bourgeois  property;  on  the 
contrary,  they  have  become  too  powerful  for  these  conditions  by 
which  they  are  confined,  and  as  soon  as  they  overcome  these  limita- 
tions, they  bring  disorder  into  the  whole  of  bourgeois  society,  endanger 
the  existence  of  bourgeois  property.  The  conditions  of  bourgeois  so- 
ciety are  too  narrow  to  comprise  the  wealth  created  by  them." 

The  capitalist  crisis,  thus  described  in  1848  by  Marx  and 
Engels,  finds  its  supreme  example  in  the  present  condition 
of  the  capitalist  world.  It  can  be  solved  only  by  destruction 
and  violence.  If  the  conditions  of  bourgeois  property  are  to 
be  maintained,  this  can  only  be  accomplished  by  the  destruc- 
tion of  the  excess  wealth  and  productive  forces,  and  the  most 
violent  suppression  of  the  suffering  masses  who  have  no  in- 
terest in  such  property.  If  the  productive  forces  and  accumu- 
lated wealth  of  society  are  to  be  preserved  and  further 
developed,  this  can  only  be  accomplished  by  the  destruction  of 
bourgeois  property  rights,  and  the  institutions  by  which  they 
are  maintained,  with  the  necessary  accompaniment  of  suppres- 
sion of  the  exploiting  minority  and  their  agents. 

Thus,  some  form  of  violence  and  destruction  are  unavoid- 
able. This  is  not  something  to  be  chosen  or  rejected.  The  only 
choice  is  between  the  two  sides  of  the  struggle. 

If  bourgeois  property  wins  the  immediate  fight,  at  the 
expense  of  the  masses  of  the  population  and  by  destroying  vast 
wealth  and  productive  forces,  this  by  no  means  represents  any 
permanent  solution  of  the  problem.  It  only  reproduces  the 
contradictions  on  a  higher  scale,  with  a  more  violent  crisis 
ensuing.  That  is  why  the  more  successful  are  the  immediate 
policies  of  Roosevelt,  for  example,  the  deeper  grow  the  general 
difficulties,  contradictions,  and  antagonisms. 

But  if  the  progressive  forces  in  society  overcome  bourgeois 
property,  then  history  leaps  forward  to  a  new  and  higher  stage. 
Then  a  planned  utilization  of  the  full  productive  possibilities 
once  and  for  all  releases  humanity  from  the  tyranny  of  man 
over  man  and  of  nature  and  things  over  man ;  mankind  emerges 
into  the  era  of  freedom. 

This  is  possible  because  to-day,  as  distinct  from  past  revo- 
lutionary periods  of  history,  the  revolutionary  class  is  the 
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working  class,  which  is  itself  the  greatest  productive  force, 
the  very  foundation  of  society.  It  cannot  free  itself  without 
freeing  the  whole  human  race.  As  Marx  and  Engels  said  in 
the  Communist  Manifesto: 

"Of  all  the  classes  that  stand  face  to  face  with  the  bourgeoisie 
to-day,  the  proletariat  alone  is  a  really  revolutionary  class.  The  other 
classes  decay  and  finally  disappear  in  the  face  of  modern  industry; 
the  proletariat  is  its  special  and  essential  product 

"All  previous  historical  movements  were  movements  of  minori- 
ties, or  in  the  interest  of  minorities.  The  proletarian  movement  is 
the  self-conscious,  independent  movement  of  the  advanced  majority. 
The  proletariat,  the  lowest  stratum  of  our  present  society,  cannot  stir, 
cannot  raise  itself  up,  without  the  whole  superincumbent  strata  of 
official  society  being  sprung  into  the  air 

"The  modern  laborer . . .  instead  of  rising  with  the  progress  of 
industry,  sinks  deeper  and  deeper  below  the  existence  of  his  own  class. 
He  becomes  a  pauper,  and  pauperism  develops  more  rapidly  than 
population  and  wealth.  And  here  it  becomes  clear  that  the  bourgeoisie 
is  unfit  any  longer  to  be  the  ruling  class  in  society,  and  to  impose  its 
conditions  of  existence  upon  society  as  an  overriding  law.  It  is  unfit 
to  rule,  because  it  is  incompetent  to  insure  an  existence  to  its  slave 
within  his  slavery,  because  it  cannot  help  letting  him  sink  into  such 
a  state  that  it  has  to  feed  him,  instead  of  being  fed  by  him.  Society 
can  no  longer  live  under  this  bourgeoisie;  in  other  words,  its  existence 

is  no  longer  compatible  with  society The  development  of  modern 

industry,  therefore,  cuts  from  under  its  feet  the  very  foundation  on 
which  the  bourgeoisie  produces  and  appropriates  products.  What  the 
bourgeoisie,  therefore,  produces  above  all,  are  its  own  gravediggers. 
Its  fall  and  the  victory  of  the  proletariat  are  equally  inevitable." 

What  is  the  effect  upon  the  productive  forces,  of  the  over- 
throw of  capitalist  power  and  the  establishment  of  a  working 
class  government?  Let  us  take  the  answer  from  the  words  of 
Engels,  written  in  1883,  showing  how  long  the  leaders  of  the 
working  class  have  been  studying  the  problem  of  social- 
economic  planning: 

"With  the  seizing  of  the  means  of  production  by  society,  produc- 
tion of  commodities  is  done  away  with  and,  simultaneously,  the  mas- 
tery of  the  product  over  the  producer.  Anarchy  in  social  production 
is  replaced  by  systematic,  definite  organization.  The  struggle  for  indi- 
vidual existence  disappears.  Then  for  the  first  time,  man,  in  a  certain 
sense,  is  finally  marked  off  from  the  rest  of  the  animal  kingdom  and 
emerges  from  mere  animal  conditions  of  existence  into  really  human 
ones Man's  own  social  organization,  hitherto  confronting  him  as  a 


NEED  FOR  WORKERS'  AND  TECHNICIANS'  PLAN      233 

necessity  imposed  by  nature  and  history,  now  becomes  the  result  of  his 

own  free  action Only  from  that  time  will  man  himself,  more  and 

more  consciously,  make  his  own  history — only  from  that  time  will 
the  social  causes  set  in  movement  by  him  have  in  the  main  and  in  a 
constantly  growing  measure,  the  results  intended  by  him.  It  is  the 
ascent  of  man  from  the  kingdom  of  necessity  to  the  kingdom  of 
freedom." x 

Shortly  after  Russian  Czarism  had  been  overthrown,  and 
while  the  working  class  was  preparing  to  take  political  power 
in  its  own  hands,  Lenin  already  indicated  the  road  toward  a 
planned  economy  which  would  be  taken  by  the  workers: 

"The  proletariat,  when  victorious,  will  act  thus:  It  will  set  the 
economists,  engineers,  agricultural  experts  and  so  on  to  work  out  a 
'plan'  under  the  control  of  the  workers'  organizations,  to  test  it,  to 
seek  means  of  saving  labor  by  means  of  centralism,  and  of  securing 
the  most  simple,  cheap,  convenient,  general  control.  We  shall  pay  the 
economists,  statisticians,  technicians,  good  money,  but — but  we  shall 
not  give  them  anything  to  eat  unless  they  carry  out  this  work  honestly 
and  entirely  in  the  interests  of  the  workers. 

"We  are  in  favor  of  centralism  and  of  a  'plan,'  but  it  must  be 
the  centralism  and  the  plan  of  the  proletarian  state, — the  proletarian 
regulation  of  production  and  distribution  in  the  interest  of  the  poor, 
the  laboring,  the  exploited,  against  the  exploiters."  2 

As  soon  as  the  Bolsheviks  had  secured  political  power,  they 
turned  to  planned  economy  as  their  major  interest.  In  the 
words  of  Lenin,  uttered  at  the  moment  of  the  end  of  the  civil 
war: 

"At  the  present  time  we  are  exercising  our  main  influence  on  the 
international  revolution  by  our  economic  policy . . .  the  struggle  on 
this  field  is  now  being  waged  on  a  world  scale.  If  we  solve  this  problem, 
then  we  shall  have  won  on  an  international  scale  for  certain  and 
finally.  That  is  why  questions  of  economic  construction  assume  abso- 
lutely exceptional  significance  for  us.  On  this  front  we  must  win 
victory,  by  slow,  gradual — it  cannot  be  fast — but  steadily  increasing 
progress." 

Lenin's  policy  was  continued  and  developed  under  the 
leadership  of  Stalin.  It  came  to  its  great  victory  in  the  first 
Five- Year  Plan,  which  covered  approximately  the  first  period 

1  From  Socialism,  Utopian  and  Scientific. 

2  Lenin,  Toward  the  Seizure  of  Power,  Book  II,  p.  40. 
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of  the  world  crisis  in  the  capitalist  lands.  At  a  moment  when 
the  economically  most  advanced  countries  were  falling  into 
chaos,  the  Bolsheviks  set  a  plan  designed  to  transform  their 
country,  backward  and  in  some  respects  medieval  economically, 
into  a  country  of  the  most  advanced  technique — to  accomplish 
the  task  set  by  Lenin,  to  "overtake  the  advanced  countries  and 
surpass  them  also  economically."  While  "plans"  were  crashing, 
in  all  capitalist  countries,  and  being  changed  every  few  months 
only  to  crash  again,  the  Bolshevik  plan  was  fulfilled  nine 
months  ahead  of  schedule.  Stalin  was  able  to  report : 

"We  have  done  more  than  we  expected 

"While  the  index  number  of  the  volume  of  industrial  production 
in  the  U.S.S.R.,  at  the  end  of  1932,  rose  to  334,  taking  the  pre-war 
output  at  100;  the  index  number  of  the  volume  of  industrial  output 
in  the  U.S.A.  dropped  in  the  same  period  to  84,  that  of  England  to 
75,  that  of  Germany  to  62.  While  the  index  number  of  the  volume 
of  industrial  output  in  the  U.S.S.R.  at  the  end  of  1932  rose  to  219, 
taking  1928  at  100,  the  index  number  of  the  volume  of  industrial  out- 
put in  the  U.S.A.  during  the  same  period  dropped  to  56,  that  in 
England  to  80,  Germany  to  55,  Poland  to  54. 

"What  do  these  figures  show  if  not  that  the  capitalist  system  of 
industry  has  not  stood  the  test  in  contest  with  the  Soviet  system,  that 
the  Soviet  system  of  industry  has  all  the  advantages  over  the  capi- 
talist system." 

It  is  clear  that  if  a  social-economic  plan  is  to  be  discussed, 
this  immediately  takes  us  beyond  the  boundaries  of  capitalism. 
But  it  is  still  necessary  to  estimate  those  theories  which, 
apparently,  accept  this  fundamental  truth,  and  which  yet  re- 
ject the  revolutionary  road  to  a  planned  society.  For  example, 
the  theory  of  George  Soule,  which  is  essentially  that  of  the 
international  Social-Democratic  parties,  holds  that  the  develop- 
ment of  engineering  and  rationalization,  the  Taylor  system, 
etc.,  will  automatically  carry  over  capitalism,  step  by  step,  to 
a  socialist  basis.  This  theory  ignores  the  central  fact  that  the 
faster  production  and  productivity  increase,  so  much  deeper 
becomes  the  crisis  of  capitalism,  the  more  inextricable  its  con- 
tradictions. A  crisis  arises,  not  from  lack  of  productivity,  but 
from  its  excess  above  what  can  be  contained  within  the  rela- 
tions of  capitalist  property.  Any  policy  which  leaves  intact 
capitalist  property,  maintains  thereby  the  cause  of  inevitable 
crisis. 
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Technocracy,  a  peculiar  American  product  in  social 
thought,  rejects  in  words  both  capitalism  and  communism.  But 
its  criticism  of  capitalism  is  directed  toward  surface  questions, 
problems  of  distribution,  not  of  production.  It  finds  all  the 
evils  of  capitalism  in  the  price  system,  and  thinks  that  a 
different  superstructure  can  be  built  without  touching  the 
foundation  of  private  property  and  production  for  profit.  It 
further  supplements  the  old  fetishism  of  commodities  with  a 
new  fetishism  of  mechanical  energy,  which  it  envisions  as  dis- 
placing the  working  class  as  the  moving  force  in  production. 
Its  peculiar  barrenness  in  the  field  of  practical  policy  is  only 
the  necessary  consequence  of  cutting  itself  off  from  the  source 
of  all  life,  the  working  class,  the  producers.  Technocracy  con- 
tributes nothing  toward  a  solution  of  the  problem  of  a  planned 
society;  it  only  exhibits  another  example  of  the  decay  of 
capitalism  and  capitalist  thought. 

Upton  Sinclair,  with  his  EPIC  plan,  envisages  the  growth 
of  a  self-contained  use-economy  within  the  general  limitations 
of  a  profit  economy,  by  putting  the  unemployed  to  work  pro- 
ducing a  subsistence  for  themselves.  The  same  thought,  less 
developed,  is  contained  in  the  Roosevelt  project  for  subsistence 
farming.  But  even  less  than  it  was  possible  for  a  slave  economy 
and  a  modern  capitalist  economy  to  live  side  by  side,  is  it  now 
possible  for  a  use-economy  to  grow  up  within  the  decayed 
profit  system.  Such  proposals,  in  practice,  inevitably  degener- 
ate into  schemes  for  lifting  the  burdens  of  unemployment  relief 
off  of  the  profits  of  the  capitalists,  by  throwing  the  surplus 
population  (the  unemployed)  back  several  centuries  into  pre- 
capitalist economic  forms,  into  a  sort  of  serfdom,  of  forced 
labor,  as  an  unpaid  auxiliary  of  the  profit  production.  It  is  an 
anticipation  of  fascist  economic  policy. 

We  have  insisted  upon  the  establishment  of  a  working- 
class  government,  as  the  essential  precondition  to  a  planned 
economy.  Does  this  mean,  however,  as  many  think,  that  we 
exclude  other  classes  from  participation  in  such  a  socialist 
economy,  or  from  the  tasks  of  its  construction?  Not  at  all. 
On  the  contrary,  the  Communist  program  from  its  first  enunci- 
ation has  foreseen  the  enormous  importance  of  allies  of  the 
working  class,  first  of  all  the  impoverished  farmers  (and  op- 
pressed colonial  peoples),  and  second,  sections  of  the  middle 
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classes  and  even  of  the  ruling  class,  which  desert  their  class 
and  go  over  to  the  revolutionary  working  class.  The  Communist 
Manifesto  says  on  this  question: 

"Entire  sections  of  the  ruling  class  are,  by  the  advance  of  indus- 
try, precipitated  into  the  proletariat,  or  are  at  least  threatened  in 
their  conditions  of  existence.  These  also  supply  the  proletariat  with 
fresh  elements  of  enlightenment  and  progress. 

"The  process  of  dissolution  going  on  within  the  ruling  class . . . 
assumes  such  a  violent,  glaring  character  that  a  small  section  of  the 
ruling  class  cuts  itself  adrift  and  joins  the  revolutionary  class,  the  class 
that  holds  the  future  in  its  hands . . .  and  in  particular,  a  portion  of 
the  bourgeois  ideologists,  who  have  raised  themselves  to  the  level  of 
comprehending  theoretically  the  historical  movement  as  a  whole." 

Lenin  also,  while  emphasizing  the  leading  role  of  the 
working  class,  stressed  the  need  of  winning  the  middle  class: 

"In  order  to  bring  socialism  into  being,  and  afterwards  to  main- 
tain it,  the  proletariat  has  a  twofold  task  to  perform.  It  must,  by  its 
heroism  in  the  revolutionary  fight  against  capitalism,  carry  with  it 
the  whole  mass  of  the  working  and  exploited  people,  organize  them, 
and  lead  them  to  the  overthrow  of  the  bourgeoisie  and  the  complete 
destruction  of  every  kind  of  resistance.  It  must  also  lead  the  entire 
body  of  workers,  as  well  as  all  the  petit  bourgeois  strata  of  society, 
in  breaking  the  ground  for  the  economic  reconstruction  of  society, 
while  it  creates  a  new  bond  of  social  union,  a  new  discipline  of  labor, 
a  new  organization  of  work,  which  will  avail  itself  of  the  latest  dis- 
coveries of  science  and  of  the  advantages  of  capitalist  technique.  In 
this  way  the  masses  of  conscious  workers,  welded  closely  together, 
will  carry  through  the  work  of  socialist  production  on  a  large  scale."  3 

To-day,  these  words  apply  with  especial  force  to  the  tech- 
nicians, the  scientists,  the  engineers,  the  economists,  etc.  In 
these  groups  we  have  those  who  know  most  thoroughly  the 
enormous  productive  capacities  which  are  kept  out  of  use  from 
consideration  of  capitalist  profit.  In  these  groups  we  also  wit- 
ness the  greatest  devastation  from  the  crisis,  the  proportion 
of  unemployment  being  higher  than  in  any  category  of  workers 
except,  perhaps,  those  in  the  building  trades.  These  highly- 
skilled  technicians  see  the  capitalist  system  discarding  them 
and  their  skill  as  superfluous;  they  see  their  capacities  being 
destroyed  through  nonuse  over  many  years.  It  is  typical  of 
this  condition,  to  take  a  current  local  example,  that  engineers 

3  Lenin,  The  Great  Initiative,  pp.  18-19. 
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who  designed  and  constructed  the  Eighth  Avenue  Subway,  are 
to-day  working  in  the  change-booths,  exchanging  nickels  for 
dimes  and  quarters,  for  a  wage  of  about  $20  for  a  60-  to  70- 
hour  week,  and  glad  to  get  the  jobs. 

On  the  other  hand,  our  unemployed  technicians,  or  those 
unproductively  employed  on  a  charity  basis,  have  constantly 
before  their  eyes  the  spectacle  of  gigantic  construction  going 
on  in  the  Soviet  Union,  with  a  largely  new,  relatively  unskilled, 
cadre  of  technicians,  who  perform  miracles  because  the  chains 
of  private  property  have  been  removed  from  their  hands.  It  is 
impossible  for  our  American  technicians  not  to  dream  about 
what  marvels  they  could  accomplish  in  the  United  States,  if 
they  were  simply  called  upon  to  bring  into  full  exercise  all 
the  productive  forces  already  existing,  without  regard  to  profit 
and  private-property  considerations. 

There  is  not  the  slightest  reason  why  our  technicians 
should  not  continue  to  dream  about  this  subject.  Certainly, 
they  have  little  else  to  occupy  their  minds  of  a  constructive 
character.  This  should  even  be  encouraged,  all  the  more  since 
a  growing  mass  of  workers,  already  looking  upon  themselves 
as  representing  the  future  masters  of  society,  are  looking  about 
for  the  initial  technical  cadres  to  help  in  the  coming  tasks  of 
transforming  American  economy  on  to  a  planned  socialist  basis. 

What  could  be  better  than  to  organize  our  technicians, 
the  best  that  can  be  found  (and  the  very  best  are  available), 
for  the  purpose  of  giving  a  scientific  and  detailed  answer  to 
the  question,  "What  could  be  done  with  the  full  employment 
of  all  workers  and  technicians,  in  the  fullest  possible  exploita- 
tion of  existing  machinery  and  natural  resources,  with  all  capi- 
talist limitations  removed,  toward  raising  the  standards  of  life 
of  the  whole  population  at  a  progressively  accelerated  rate?" 

Certainly,  there  would  be  a  tremendous  value  in  such  a 
workers'  and  technicians'  plan  for  the  United  States,  without 
regard  to  any  differences  of  opinion  that  may  exist  among  us 
on  the  question  as  to  how  eventually  such  a  plan  will  be 
brought  into  successful  operation.  Speaking  for  the  revolu- 
tionary workers,  I  would  issue  this  challenge  to  the  techni- 
cians :  Answer  these  questions  for  us,  and  we,  the  workers,  will 
find  a  way  of  carrying  out  this  plan  in  life. 


CHAPTER  XVI 

SOCIAL  ECONOMIC  PLANNING  FOR  THE 
UNITED  STATES: 

OBJECTIVES,  RESOURCES,  AND  PREREQUISITES 


MARY  VAN  KLEECK 


BASED   ON   MATERIALS    MADE   AVAILABLE    BY   A    CONFERENCE 

GROUP  OF   TECHNICIANS   AND  ECONOMISTS   MEETING   UNDER 

THE  AUSPICES  OF  THE  IRI  RESEARCH  GROUP 

THE  question  set  for  the  theme  of  the  Conference  is : 

What  kind  of  economic  planning  can  end  unemploy- 
ment, establish  security,  and  raise  standards  of  living  in 
proportion  to  productive  capacity? 

This  paper  has  as  its  starting  point  the  assumption  that 
the  third  element  in  this  question — raising  standards  of  living 
in  proportion  to  productive  capacity — is  the  answer  to  the  first 
two,  how  to  end  unemployment  and  establish  security.  More- 
over, the  kind  of  economic  planning  is  defined  in  the  objective 
of  raising  standards  of  living,  this  being  essentially  the  defi- 
nition of  social  economic  planning:  an  economic  plan  for  so- 
cial utilization  of  maximum  production.  Words  similar  to  these 
have  been  used  often  by  those  who  advocate  policies  which  tend 
actually  toward  lowered  standards  of  living;  therefore,  it  is 
necessary  to  put  forward  at  once  the  following  basic  assump- 
tions involved  in  any  such  definition  of  social  economic  plan- 
ning: 
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1.  That  the  United  States  has  resources,  in  raw  ma- 
terials, in  technological  equipment  and  in  knowledge 
and  skill,  to  achieve  a  progressively  rising  standard  of 
living  for  all  its  people,  and  to  give  to  other  nations  what 
they  need  from  us,  is  amply  demonstrated  by  all  analyses 
of  the  facts. 

2.  But  retardation  of  economic  development,  made 
evident  in  periodical  industrial  depressions  and  in  poverty 
which  is  continually  the  lot  of  masses  of  the  working 
people,  is  clearly  as  much  a  characteristic  of  the  economic 
life  of  this  nation  as  is  its  potentiality  for  higher  stand- 
ards. 

3.  An  examination  of  social  economic  planning  must 
therefore  include  fundamental  investigation  of  the  causes 
of  this  apparently  inherent  factor  of  retardation  which 
turns  possible  abundance  for  all  into  scarcity  for  many. 

The  Obligation  of  Technicians 

The  continuing  economic  depression  in  the  United  States 
and  the  indications  that  whatever  "recovery"  may  have  been 
achieved  in  some  lessening  of  unemployment  and  sustaining  of 
profits  has  been  accompanied  by  intensifying  the  paradox  of 
low  standards  of  living  coupled  with  unutilized  productive 
capacity,  suggest  the  obligation  resting  upon  American  tech- 
nicians x  to  analyze  the  nation's  resources  and  suggest  the 
technical  basis  and  procedures  for  overcoming  the  paradox. 

Accordingly  a  group  from  the  fields  of  architecture,  en- 
gineering (industrial  and  mechanical,  agricultural  and  elec- 
trical), economics,  education,  and  public  health  has  been 
meeting  at  intervals  since  June  for  conferences  and  for  analysis 
of  the  problems  involved  in  raising  standards  of  living  in  pro- 
portion  to   full   utilization   and   development   of   productive 

1  The  word  "technical"  is  here  used,  in  the  sense  of  the  Oxford 
Dictionary,  as  "pertaining  to  the  mechanical  arts  and  applied  sciences 
generally";  and  a  "technician"  is  one  concerned  with  "relating  practice 
to  science  and  science  to  practice"  (definition  of  purpose  of  the  IRI). 
Thus,  one  may  be  a  technician  in  any  science  or  art,  if  one  is  con- 
cerned with  functioning.  "Technician"  has  a  dynamic,  functional  mean- 
ing, in  contrast  with  "profession,"  which  the  same  dictionary  defines 
as  "the  occupation  which  one  professes  to  be  skilled  in  and  to  follow." 
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capacity.  Such  an  analysis  is  conceived  as  preparatory  to  the 
drawing  of  the  broad  lines  of  a  planned  economy  for  the  United 
States.  The  present  paper,  however,  is  limited  to  the  subjects 
in  its  subtitle,  namely,  objectives,  resources,  and  prerequisites. 
The  main  sections  requiring  development  in  such  an  initial 
inquiry  relate  to  the  following  branches  of  a  social  economic 
plan: 

(i)  Agriculture  (for  both  food  supplies  and  production 
of  materials  required  in  industry) 

(2)  Mining  and  related  processes  for  extraction  and  prep- 
aration of  raw  materials 

(3)  Power  and  electrification 

(4)  Industrial  fabrication 

(5)  Housing,  including  building  construction  for  homes 
and  industries 

(6)  Transportation 

(7)  Distribution  of  goods  to  consumers,  and  the  physical 
requirements  involved  in  transportation,  storage  and 
the  like  connected  with  different  types  of  goods 

(8)  Communication  (often  connected  with  transporta- 
tion, but  likewise  to  be  regarded  as  an  instrument  of 
education) 

(9)  Public  health,  remedial  and  preventive 

(10)  Education  in  a  wide  sense,  including  formal  educa- 
tional institutions  and  involving  also  cultural  serv- 
ices and  development  of  the  arts  and  sciences 

(11)  Leisure-time  activities,  closely  connected  with 
health  and  education 

(12)  Social  economic  accounting  as  the  mechanism  for  the 
making  and  control  of  a  plan,  including  money, 
credit,  and  social  economic  measurement 

The  group  which  has  been  at  work  has  included  tech- 
nicians and  professional  workers  with  experience  in  several  of 
these  sections.  Substantial  materials  have  been  brought  to- 
gether for  discussion,  but  it  is  not  so  much  in  the  data  as  in 
the  necessity  for  integration  of  the  work  of  many  specialists 
— in  contrast  to  the  customary  mutual  exclusiveness  of  spe- 
cialization— that  the  real  significance  of  the  work  of  this  con- 
ference group  lies.  As  a  planned  economy  demands  integration 
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of  all  branches  of  economic  life,  so  the  preliminary  studies  of 
a  future  planned  economy  demand  integrated  investigation. 

To  the  work  of  an  ever-widening  group  of  technicians  in 
the  different  industries  and  professions  of  the  country  must 
be  added  constant  criticism  and  counterplanning  by  workers 
in  agriculture,  mines,  and  industries  of  every  type  and  by 
household  workers  who  are  expert  in  the  requirements  for  a 
proper  standard  of  living.  In  all  the  sections  listed  the  interest 
is  twofold,  corresponding  with  the  purpose  of  a  social  eco- 
nomic plan.  On  the  one  hand  is  the  building  up  of  standards  of 
living,  and  on  the  other  the  development  of  productive  capac- 
ity. Every  group  of  workers  is  related  to  both  aspects.  For 
example,  farmers  constitute  a  group  whose  standards  of  living 
must  be  raised.  They  are  also  producers  of  important  elements 
in  the  standards  of  living. 

In  preparing  this  chapter  the  writer  must  explain  that 
though  the  materials  have  been  brought  together  by  members 
of  the  group,  they  are  not  responsible  for  the  result.  It  should 
be  observed  at  all  times,  moreover,  that  this  report  is  prelimi- 
nary to  further  work  and,  as  such,  aims  merely  to  set  up  a  task 
rather  than  to  report  either  facts  or  conclusions  with  any  de- 
gree of  finality. 

Lack  of  Significant  Data  Required  for  Studies  Preliminary 
to  Planning 
It  should  also  be  noted  that  economic  data  sufficient  for 
significant  measurements  either  of  standards  of  living  or  pro- 
ductive capacity  are  noticeably  lacking.  For  example,  compre- 
hensive information  on  man-hours  is  nonexistent.  The 
possibilities  of  application  of  new  inventions  which  have  not 
as  yet  been  used  in  industry  but  which  may  be  ready  for  use 
cannot  be  forecast.  Much  information  of  this  type  is  held  to 
be  a  secret  possession  of  companies  holding  patents.  Facts 
about  standards  of  living  are  also  lacking.  It  is  indeed  this 
necessity  to  improve  and  to  make  available  basic  data  which 
is  the  first  challenge  to  the  technicians  of  the  country. 

Objectives  of  Social  Economic  Planning 

The  central  objective  is  to  raise  standards  of  living  in 
proportion  to  productive  capacity.  What  is  the  standard  of  liv- 
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ing  ?  It  is  the  material  basis  for  living  and  working.  The  phrase 
is  somewhat  confusing,  because  the  word  "standard"  may  be 
merely  the  level  or  plane  of  living  and  may  be  "high"  or  "low" 
with  reference  to  what  is  desirable,  whereas  in  another  sense 
the  word  "standard"  has  the  connotation  of  a  norm  estab- 
lished by  research.  Even  in  its  twofold  sense,  however,  the 
phrase  is  a  good  one.  The  task  of  an  economic  plan  is  to  ex- 
amine the  present  levels  or  standards  of  the  material  basis  for 
living  and  working,  and  to  discover  the  ways  to  raise  them  to 
such  standards  or  norms  as  grow  out  of  productive  capacity  in 
a  dynamic  society. 

What  Is  Planning? 

The  word  "planning"  in  relation  to  such  an  objective  sig- 
nifies controlled  development  based  on  facts  and  knowledge  of 
functioning  of  the  parts  in  the  entire  structure  of  economic  life. 
To  plan  is  to  determine  what  the  future  course  shall  be,  not 
merely  to  forecast  it  and  not  to  dictate  it  arbitrarily,  for  the 
control  which  accords  with  planning  is  control  by  knowledge. 
To  set  free  productive  forces  through  knowledge  of  the  laws  by 
which  they  operate  is  also  to  set  free  human  beings  for  whom 
the  material  basis  of  life  will  thus  be  organized  in  accordance 
with  basic  natural  law.  This  is  freedom  in  a  collective  sense 
made  necessary  by  evolution  itself,  which  moves  from  the  indi- 
vidual through  the  collective  to  a  higher  life  for  the  individual. 
This  requires  elimination  of  the  "force"  whereby  society's  in- 
stitutions become  instruments  of  exploitation  of  one  group  by 
another  group,  the  power  to  exploit  arising  out  of  private 
possession  of  the  means  of  production,  which  is  clearly  in- 
compatible with  a  social  economic  plan  for  the  welfare  of  the 
community  as  a  whole.  In  contrast  is  the  so-called  planning 
which  aims  to  restrict  production  for  the  sake  of  the  interests 
of  a  part,  and  is  therefore  not  scientific  and  cannot  develop  the 
productive  forces. 

Thus  the  process  of  planning  is  to  be  described  as  the  dis- 
covery of  the  laws  of  technical  and  scientific  production  for 
the  maximum  standards  of  living  and  for  lifting  the  structure 
of  culture  and  civilization  progressively.  Such  a  comprehensive 
aim  lays  upon  education  the  heaviest  task  of  all,  to  create  the 
attitudes  which  make  possible  this  collective  life.  But  this  new 
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kind  of  education  is  education  through  participation  in  the 
process  itself,  so  that  we  need  not  wait  for  the  schools  to  de- 
velop new  human  beings.  Rather,  it  is  clear  that  if  the  neces- 
sary control  has  been  established  for  such  a  process  of  planning, 
industry  itself  becomes  the  central  educational  institution. 

Inadequacies  in  American  Standards  of  Living 

We  have  been  told  that  our  poverty  arises  out  of  our 
abundance,  and  that  it  is  because  we  can  produce  so  efficiently 
through  machinery  that  workers  must  suffer  from  unemploy- 
ment. At  the  outset,  therefore,  this  view  must  be  challenged 
and  attention  must  be  called  to  the  alarming  insufficiency  of 
the  food  supply  of  the  American  people,  the  low  standards  of 
housing  for  dwellings,  the  growing  obsolescence  in  machinery, 
the  insufficiency  of  clothing,  and  the  menacing  deterioration  in 
education  and  in  health  services,  not  to  mention  the  impossi- 
bility of  maintaining  or  developing  the  arts  and  the  sciences. 

Let  us  begin  with  the  food  supply.  The  United  States  De- 
partment of  Agriculture  issued  in  November,  1933,  Circular 
No.  296,  entitled  Diets  for  Four  Levels  of  Nutritive  Content 
and  Cost.  The  introduction  explains  that  "the  present  economic 
situation  has  focussed  attention  upon  national  as  well  as  in- 
dividual planning  for  the  best  use  of  food  resources.  Basic  to 
any  such  planning  is  a  knowledge  of  food  values,  of  the  nutri- 
tional needs  of  the  body  and  of  the  relation  of  food  to  health. 
Scientific  studies  have  been  accumulating  information  on  these 
subjects  for  the  last  half  century.  Hence  with  considerable  con- 
fidence diets  designed  to  raise  the  standards  of  nutrition  among 
many  groups  of  the  population  can  now  be  planned." 

On  the  basis  of  this  scientific  knowledge  of  nutrition,  four 
diets  are  put  forward.  The  first,  for  emergency  use,  is  described 
as  "restricted" ;  the  second,  "at  minimum  cost,"  is  "adequate," 
as  is  also  the  third,  "at  moderate  cost" ;  and  the  fourth  is  de- 
scribed as  "liberal,"  involving  the  necessary  elements  of  nu- 
trition. The  "liberal"  diet  has  been  taken  by  us  as  a  fair  de- 
scription of  a  proper  standard. 

This  "liberal"  diet  is  arranged  in  twelve  groups  of  food 
items,  permitting,  however,  substitution  within  each  group.  In 
general,  the  "liberal"  diet  calls  for  very  much  more  milk  and 
leafy  green  or  yellow  vegetables  than  the  other  diets,  and  for 
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substantially  more  eggs  and  lean  meat  and  much  less  flour  and 
cereals  and  fat  meats.  Compared  with  this  standard,  the  pres- 
ent diet  of  the  American  people  is  poorly  balanced  and  in- 
adequate in  total  quantity.  Salt  pork  and  bread  are  cheaper 
than  milk,  lean  meat,  and  vegetables. 

Briefly,  the  "liberal"  diet  prescribes  for  each  person  per 
year  296  quarts  of  fresh  whole  milk  and  10  pounds  of  evapo- 
rated milk;  no  pounds  of  tomatoes  and  citrus  fruits;  135 
pounds  of  leafy  green  or  yellow  vegetables;  165  pounds  of  lean 
meat,  poultry,  fish ;  30  dozen  eggs ;  and  so  on  through  the  list. 
How  far  short  the  diet  of  the  American  people  falls  in  the  con- 
sumption of  milk  has  just  been  shown  in  a  summary  for  59 
cities  in  the  National  Milk  Survey,  in  which  the  Consumers' 
Council  of  the  Agricultural  Adjustment  Administration  re- 
ports that  one  family  in  every  seven,  over  14  per  cent  of  the 
total,  bought  no  fresh  milk  at  all.  Yet  all  these  families  had 
children. 

Total  Deficiencies  in  Production  of  Food 

Leaving  out  of  account  the  export-import  data  and  com- 
paring the  1929  production  of  selected  food  items  with  re- 
quirements of  the  "liberal"  diet,  we  discover  the  following 
deficiencies  (in  round  numbers) : 

Percentage 
necessary  to 
Deficiency  in  raise  1929 

production  production 

Milk,  cream,  etc 27,000,000,000  lbs.               5$ 

Butter     2,000,000,000  lbs.             108 

Leafy  green  and  yellow  vegetables  7,000,000,000  lbs.                79 

Citrus   fruits    3,000,000,000  lbs.               84 

Eggs    14,000,000,000  eggs              43 

Lean  meats   (further  calculation  required) 

On  the  other  hand,  there  are  the  following  excesses  in  pro- 
duction. But  it  should  be  clearly  noted  that,  until  the  above  de- 
ficiencies are  met,  there  can  be  no  cutting  down  in  the  excesses. 
It  is  necessary  to  eat  bread,  if  milk  and  butter  are  insufficient. 

What  resources  in  agriculture  we  possess  and  how  far 
short  they  fall  of  fulfilling  the  proper  diet  will  be  discussed 
presently.  Here  we  are  illustrating  inadequacies. 
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Percentage 
Excess  in  possible 

production  to  lower 

Flour  and  cereals  16,000,000,000  lbs.  57 

All  fats,  except  butter 3,000,000,000  lbs.  58 

Potatoes   1,000,000,000  lbs.  5 

Deficiencies  in  Housing 

In  putting  forward  the  Federal  housing  program,  the  gov- 
ernment has  given  information  regarding  present  housing  de- 
ficiencies. Millions  of  houses  are  declared  by  government 
officials  to  be  "unfit  for  habitation."  This  applies  not  only  to 
slum  areas  in  large  cities,  but  to  mining  communities,  mill 
villages,  and  farms. 

Deficiencies  in  Clothing 

The  National  Survey  of  Potential  Product  Capacity, 
which  was  carried  on  under  the  Civil  Works  Administration, 
with  responsibility  to  the  Federal  Emergency  Relief  Adminis- 
tration and  the  New  York  City  Tenement  House  Department, 
made  public  its  report  recently.  Its  analysis  has  shown  that 
the  1929  output  of  cotton  textile  clothing  would  have  had  to 
be  substantially  increased  to  equal  the  articles  listed  in  the 
itemized  budget. 

Deficiencies  in  Provision  for  Education 

Both  the  United  States  Bureau  of  Education  and  such 
organizations  as  the  National  Education  Association  have  re- 
ported fully  on  this  point,  and  only  illustrative  facts  need  be 
given.  With  a  substantial  increase  in  high  school  enroll- 
ment, the  number  of  teachers,  principals,  and  supervisors  has 
actually  decreased.  The  index  of  total  capital  outlay  in  1934 
was  27  as  compared  with  100  in  1930.  In  the  school  year 
1933-34,  nearly  2,000  rural  schools  in  24  states  failed  to  open, 
and  in  all  some  2,280,000  children  who  should  have  been  in 
school,  according  to  the  compulsory  education  laws,  were 
forced  out  by  the  closing  of  schools.  School  terms  were  short- 
ened and  school  services  reduced,  covering  particularly  such 
subjects  as  art,  music,  physical  education,  home  economics,  and 
health  services.  Classes  were  enlarged  to  a  size  making  good 
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teaching  impossible,  and  along  with  all  this  must  be  noted  the 
low  standards  of  teachers'  salaries. 

Teachers  have  a  twofold  relation  to  a  social  economic  plan. 
Their  standards  of  living  must  be  the  concern  of  the  planners, 
and  their  function  is  an  important  part  of  the  program  of  a 
planned  economy.  The  United  States  Bureau  of  Education  re- 
ported in  February,  1934,  that  "one  of  every  four  American 
teachers  is  now  teaching  at  a  rate  of  less  than  $750  per  year. 
More  than  84,000  rural  teachers  will  receive  less  than  $450." 
Moreover,  "in  at  least  18  states  teachers  are  being  paid  in 
warrants  cashable  in  discounts  ranging  at  5  per  cent  up."  2 
Negro  teachers  in  rural  districts  received  a  median  salary 
of  $388  a  year,  as  compared  with  a  median  for  all  rural 
teachers  of  $926. 

Health  Services 

On  this  point  we  do  not  here  elaborate.  Ample  material  is 
available  in  the  reports  of  the  Committee  on  Cost  of  Medical 
Care,  and  such  organizations  as  the  Milbank  Memorial  Fund 
are  now  engaged  in  the  development  of  a  national  health  pro- 
gram. Suffice  it  to  say  that  large  numbers  in  the  population 
are  unable  to  pay  for  medical  service,  if  it  is  available  in  their 
communities,  and  that  in  many  communities,  and  indeed  in 
whole  counties,  there  is  no  adequate  medical  service  as  meas- 
ured by  very  moderate  standards  of  actual  practice  established 
in  more  favored  counties. 

Decline  in  Industrial  Efficiency  and  Equipment 

This  is  mentioned  here  merely  by  way  of  illustration.  Not 
only  has  the  present  industrial  depression  resulted  in  a  decline 
in  the  upkeep  of  the  American  factory  system,  but  this  hap- 
pens every  time  a  depression  occurs.  It  is  commonly  assumed 
that  the  output  and  efficiency  of  the  best  examples  are  easily 
attainable.  Rather,  it  should  be  observed  that  the  wide  range 
in  efficiency  and  the  continued  use  of  obsolescent  machinery 
show  retardation  in  America's  economic  development  to  be  as 
much  a  fact,  and  probably  a  more  important  one  for  current 
standards  of  living,  as  are  the  great  possibilities  of  increas- 

2  United  States  Bureau  of  Education,  The  Deepening  Crisis  in 
Education.  Leaflet  No.  44,  February,  1934. 
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ing  capacity  with  the  application  of  invention.  The  New  York 
Times  recently  (November  21,  1934)  carried  on  its  first  page 
the  following  headlines :  "Washington  Maps  a  Factory  Drive — 
Billion-Dollar  Need  Is  Seen  for  Plant  Replacements  in  Re- 
covery Campaign."  This  large  estimate  was  credited  to  the 
Housing  Administrator  and  the  Director  of  the  National  Emer- 
gency Council. 

Twofold  Cause  of  Low  Standards  of  Living 

It  is  commonly  believed  that  a  low  standard  of  living  re- 
sults from  a  low  cash  income,  but  it  should  also  be  pointed  out 
that  the  unplanned  national  economy  actually  fails  to  produce 
sufficient  quantities  of  needed  elements  in  a  proper  standard. 
It  is  a  fact  that  large  groups  in  the  population  have  not  the 
"money  to  buy"  the  goods  which  are  produced,  either  because 
their  income  is  too  low  or  because  prices  are  too  high,  which 
amounts  to  the  same  thing.  Of  course,  the  problem  of  stand- 
ards of  living  involves  the  problem  of  distribution  of  income. 
But  from  the  technicians'  point  of  view  all  these  problems  in 
terms  of  money  should  be  set  aside  as  secondary  in  comparison 
with  the  problem  of  organizing  production  to  meet  the  needs 
of  the  people. 

The  Farmers'  Standards  of  Living  as  an  Illustration 

Nevertheless,  the  first  approach  to  the  problem  of  a  stand- 
ard of  living  should  be  to  analyze  distribution  of  income.  In 
this  report  it  is  the  farmer  who  is  being  considered  not  merely 
as  an  illustration,  but  because  his  is  a  group  which  must  have 
first  attention  in  social  economic  planning  for  the  United 
States. 

The  United  States  census  gives  a  number  of  items  which 
make  possible  an  analysis  of  the  economic  status  of  farmers, 
such  as  size  of  farm,  investment,  hired  labor,  mortgage  status, 
tenure,  etc.  If  value  of  production,  which  represents  the 
farmer's  income  from  the  production  of  his  farm,  be  taken  as 
the  measure,  it  is  found  that  48.8  per  cent  of  all  farmers  pro- 
duced and  sold  commercially  less  than  $1,000  in  1929,  in- 
cluding all  production  for  home  use.  It  should  be  pointed  out 
here  that  the  proportion  receiving  less  than  $1,000  actually 
averaged  in  round  numbers  $340;  42.5  per  cent  received  be- 
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tween  $1,000  and  $4,000,  and  8.7  per  cent  received  $4,000  or 
more.  These  proportions,  as  between  poor,  middle,  and  rich 
farmers,  varied  greatly  in  different  geographical  regions  and  in 
accordance  with  the  main  type  of  crop  produced.  In  the  south- 
ern area,  where  cotton  predominated,  the  proportion  of  poor 
farmers  was  65  per  cent,  whereas  in  dairy  farming,  which  pre- 
dominates in  the  Northeast,  the  proportion  of  poor  was  15.2 
and  of  rich  16.6,  with  a  large  proportion,  68.2,  in  the  middle 
group. 

Other  measures  of  the  economic  welfare  of  the  farmer 
correspond,  such  as  the  fact  that  58  per  cent  hire  no  labor, 
nearly  45  per  cent  are  tenants,  42  per  cent  have  mortgaged 
farms,  and  about  43  per  cent  have  an  acreage  of  less  than  50. 
All  of  these  figures  come  out  of  the  census  of  1930,  which  for 
the  most  part  related  to  the  year  1929. 

With  such  low  incomes,  it  is  easy  to  guess  what  kind  of 
standard  of  living  is  possible.  Here  only  a  few  illustrations 
need  be  given.  Of  every  thousand  farm  homes  in  the  United 
States,  according  to  the  census  of  1930,  only  158  have  running 
water;  84  have  bathrooms,  and  134  have  electricity.  Only  298 
are  on  surfaced  roads.  (This  fact  has  a  bearing  not  only  on 
transportation  of  products,  but  on  accessibility  to  schools, 
health  services,  and  recreation  facilities.)  Only  135  have 
tractors,  and  580  have  automobiles. 

In  an  effort  to  achieve  a  better  living,  the  farmer  moves 
back  and  forth  between  city  and  country  and  from  one  part  of 
the  country  to  another.  "Mobility"  is  characteristic  of  Ameri- 
can farmers,  especially  poor  farmers.  In  1932  two  and  one-half 
million  people  packed  and  moved  from  the  farm.  It  is  stark 
poverty  that  sets  these  people  in  motion.  The  farm  is  not  the 
traditional  home,  but  represents  only  a  temporary  job  and 
shelter  for  an  ever-increasing  proportion  of  the  poorer  farmers 
and  for  all  farm  workers  who  migrate  from  place  to  place  in 
search  of  a  job. 

Agriculture  is  the  last  stand  for  child  labor  in  the  United 
States.  It  is  an  index  of  the  poverty  of  the  farmers  as  well  as 
of  the  development  of  the  industry.  In  the  wheat  areas,  which 
are  highly  mechanized,  the  percentage  of  farmers  employing 
children  is  only  1.8,  but  in  the  cotton  areas  of  the  South  81.2 
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per  cent  employ  them.  Of  all  child  laborers — that  is,  those 
under  16 — 61  per  cent  are  in  agriculture. 

Here,  then,  is  a  major  problem  in  social  economic  plan- 
ning for  the  United  States.  Along  with  the  indications  of  pov- 
erty in  the  homes,  it  must  be  observed  that  in  these  areas  of 
poverty  deficiencies  are  also  at  a  maximum  in  schools,  hos- 
pitals, and  recreation  facilities.  Such  facilities  are  either 
wholly  lacking,  or  a  minimum  service  is  provided. 

It  has  been  assumed  in  the  current  economic  policies  of  the 
United  States  that  the  trouble  is  due  to  production  of  a  "sur- 
plus" as  tested  by  a  market  that  absorbs  products  at  a  profit. 
Hence  the  effort  is  to  destroy  the  surplus  in  order  to  lessen 
the  supply  in  relation  to  the  demand,  thus  seeking  to  raise 
prices  and  increase  the  money  return  to  the  farmer.  Yet,  it 
has  already  been  shown  that  the  people  of  the  United  States 
actually  lack  the  necessary  quantities  of  food  required  for  a 
diet  regarded  by  government  officials  as  proper  on  the  basis  of 
scientific  nutritive  values.  Moreover,  to  poverty-stricken  cot- 
ton growers,  as  well  as  to  workers  in  textile  factories,  whose 
recent  strike  has  called  attention  to  the  problem  of  low  stand- 
ards of  living  among  workers  in  that  industry,  it  must  be  said 
that  the  actual  clothing  supply  of  the  United  States  lacks 
cotton  for  many  essential  articles.  Moreover,  if  the  farmer's 
income  is  to  be  increased  by  anything  more  than  a  juggling 
of  prices  which  makes  him  dependent  upon  the  political  state 
for  the  policy  of  paying  him  for  destroying  crops,  he  must  be 
given  the  opportunity  to  earn  not  the  money  for  destruction, 
but  the  income  for  livelihood  based  upon  actual  growing  of 
crops  for  food  and  industry.  Such,  indeed,  has  been  the  basic 
role  of  the  farmer  in  all  economy,  from  the  most  primitive  to 
the  most  highly  developed. 

Need  for  Increasing  Productive  Output 

A  social  economic  plan  must  take  such  a  problem  as  this 
— low  standards  of  living  of  large  groups  of  people  in  different 
occupations,  and  a  deficiency  in  the  total  supply — and  develop 
such  a  technical  plan  for  the  use  of  the  essential  resources  of 
the  people  as  shall  supply  adequately  the  needed  elements  in 
the  standards  of  living. 

Within  the  limits  of  this  paper  it  is  impossible  to  give 
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even  an  indication  of  the  inventory  available  regarding  re- 
sources and  deficiencies  in  different  branches  of  America's 
economy.  Let  us,  however,  continue  with  agriculture  as  an 
illustration.  It  has  been  indicated  that  there  are  deficiencies 
in  the  composite  diet  of  the  whole  people.  While  one  part  of 
the  government  has  set  up  an  estimate  of  food  requirements, 
another,  the  Agricultural  Adjustment  Administration,  has  cal- 
culated the  increase  in  acreage  which  would  be  necessary  to 
supply  this  "liberal"  diet  for  the  whole  population.  The  fol- 
lowing table  shows  the  necessary  increases : 


Truck  crops 

Citrus  fruit 

Total  harvested  food  crops . . 


1933 
acreage 

2,408,000 

628,000 

294,000,000 


Required 
acreage 

7,091,000 

854,000 

335,000,000 


Percentage 

necessary  to 

raise  1933 

acreage 

194 
36 
14 


Thus  in  1933  there  was  a  deficit  of  40  million  acres,  as 
compared  with  the  food  requirements  of  the  people.  Curiously 
enough,  while  the  government  was  putting  out  these  statistics, 
it  was  at  the  same  time  adopting  a  policy  of  reduction  of  acre- 
age which  actually  matched  the  deficit.  The  program  of  the 
Agricultural  Adjustment  Administration  called  for  retirement 
of  40  million  acres. 

The  "liberal"  diet  requires  not  only  increase  in  acreage,  but 
also  increase  in  livestock,  as  the  following  table  shows : 


Animals, 
1933 

Dairy    cattle    (mature    on 

farms) 25,100,000 

Poultry  (mature  on  farms) .  461,400,000 

Beef  cattle  slaughtered 11,400,000  * 

Veal  calves  slaughtered 9,200,000* 

Hogs  slaughtered 69,000,000  * 

Sheep  and  lambs  slaughtered  23,200,000  * 

*  Applies  to  1932  rather  than  to  1933. 

It  should  here  be  pointed  out  that  to  make  good  on  some 
deficiencies  in  the  economic  system  requires,  at  many  points, 


Required 

Percentage 

for  "liberal" 

necessary  to 

diet 

raise 

40,800,000 

63 

627,300,000 

36 

16,100,000 

41 

14,800,000 

61 

84,900,000 

23 

29,900,000 

29 
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a  long-range  plan.  For  example,  the  milk  supply  cannot  be- 
come sufficient  without  a  breeding  program,  which  may  take 
several  years  for  completion.  However,  there  are  differences 
in  different  regions,  and  many  of  these  problems  must  be 
worked  out  on  a  regional  basis.  Figures  for  the  country  as  a 
whole  sometimes  obscure  the  problem,  which  divides  into  as 
many  problems  as  there  are  natural  regions.  For  instance,  the 
South  has  four  million  dairy  cows,  but  needs  nine  and  a  half 
million.  Only  the  wheat  region  has  a  surplus  of  dairy  cows, 
and  it  is  very  small.  The  South  cannot  depend  upon  drafting 
from  other  sections,  which  also  have  deficiencies,  but  must 
make  up  its  deficiency  over  a  longer  period.  In  the  meantime 
milk  substitutes  could  be  provided. 

Making  the  Integrated  Plan 

Such  data  as  have  here  been  presented  are  fairly  familiar 
to  the  American  people.  We  have  had  studies  of  standards  of 
living  and  studies  of  resources  and  potential  productive  ca- 
pacity. But  these  outlines,  even  when  all  put  together,  do  not 
make  an  integrated  plan.  A  planned  economy,  as  distinct  from 
the  processes  of  planning  of  any  one  element,  is  an  integrated 
complex  of  activities  concerned  with  stages  of  utilization  of 
resources.  It  is  a  process,  not  a  fixed  structure.  It  has  three 
components,  as  follows: 

A.  Inventory  of  population  on  the  one  hand,  and  re- 
sources on  the  other. 

B.  Integration  whereby  different  branches  of  economic 
activity  are  related  one  to  another  for  the  achieve- 
ment of  the  total  result. 

C.  Fulfillment,  or  the  process  of  administration,  which 
must  be  so  devised  as  to  bring  about  the  most  efficient 
functioning  of  all  the  processes  and  activities  in  bal- 
anced relationship  as  measured  by  results. 

Limiting  Factors  in  a  Planned  Economy 

The  essential  elements  in  the  standard  of  living  in  any 
economic  system,  from  the  most  primitive  to  the  most  highly 
industrialized,  fall  into  the  categories  of  food,  shelter,  cloth- 
ing, health,  education,  and  recreation.  But  the  methods  of 
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supplying  these  depend  upon  resources  and  technical  methods 
of  converting  raw  materials  to  use.  Thus,  at  base,  a  plan  to 
raise  standards  of  living  must  be  grounded  in  the  physical  and 
mechanical  laws  of  production.  While  taking  standards  of  liv- 
ing as  the  aim  and  giving  fair  consideration  to  choices,  never- 
theless the  fulfillment  of  this  objective  is  not  a  matter  of 
random  wish,  but  demands  the  effective  attainment  of  the 
following  defined  objectives,  which  create  in  themselves  the 
limiting  factors:  (i)  maintenance  and  improvement  of  work- 
ing forces;  (2)  maintenance  and  improvement  of  machinery 
and  equipment  for  production.  These  are  the  essential  elements 
in  the  efficient  utilization  of  natural  resources  to  meet  the 
needs  of  a  given  population. 

Research  as  the  Basis  for  Planning 

A  social  economic  plan  thus  demands  a  twofold  inventory. 
It  asks  of  social  research  a  study  of  the  population,  its  growth, 
age  distribution,  geographical  distribution,  working  efficiency, 
and  capacity  for  collective  action,  together  with  all  the  facts 
needed  for  intelligent  educational  development. 

This  bears  closely  upon  the  guiding  principle  of  social 
economic  planning,  which  is  to  insure  in  advance  the  consent 
and  cooperation  of  all  who  will  be  involved  in  the  fulfillment 
of  the  plan. 

The  second  great  division  of  the  inventory  is  called  for 
from  technicians,  and  demands  a  study  of  economic  resources 
and  productive  capacity  in  the  following  four  divisions : 

(1)  Raw  materials,  given  or  produced 

(2)  Processing  and  fabricating 

(a)  Machinery 

(b)  Plant  and  building  equipment 

(3)  Power 

(4)  Distribution 

(a)  Transportation 

(b)  Distributing  to  the  consumer 

In  an  inventory  of  these  various  stages  of  production,  it 
is  necessary  to  show  the  claims  which  each  element  in  the 
standard  of  living  would  make  upon  each  production  stage, 
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and  to  balance  these  claims  against  each  other  in  the  light 
of  the  limiting  factors  cited  above. 

Planning  Basic  Industrialization 

Though  the  objective  of  a  plan  is  the  raising  of  standards 
of  living,  the  plan  for  a  modern  industrialized  society  does  not 
begin  with  consumers'  goods.  The  iron  and  steel  industry  is 
the  cornerstone.  Steel  is  used  in  fabricating  buildings,  entering 
into  virtually  all  construction  both  for  industries  and  for 
dwellings,  as  well  as  for  transportation  and  the  making  of 
machinery.  Thus  we  may  build  up  the  following  order  of  in- 
dustries to  be  considered  in  planning  the  productive  basis  for 
standards  of  living: 

(1)  Iron  and  steel 

(2)  Machinery  and  the  metal  trades,  including  the  key 
industry  of  making  the  machines  which  make  ma- 
chines 

(3)  Food  production,  including  both  agriculture  and 
processing 

(4)  Power 

(5)  Construction  of  all  forms  of  shelter,  including  pro- 
duction of  building  materials  as  well  as  the  actual 
process  of  building 

(6)  Clothing,  with  the  textile  industry  as  its  center 

(7)  Industries  of  organic  chemistry  and  other  types  of 
process  industries 

Basic  to  all  these  is  the  power  industry,  which  in  turn 
is  connected  with  provision  of  all  types  of  fuel,  and  therefore 
is  tied  up  with  mining  as  well  as  with  the  development  of 
hydroelectric  power. 

Auxiliary  to  other  industries  is  transportation,  which  in 
turn  draws  on  those  industries  for  materials  for  construction 
of  all  types,  as  well  as  employing  its  own  personnel  in  its 
function  of  transporting  goods  and  travelers. 

We  may  start  with  the  assumption  that  a  plan  for  maxi- 
mum utilization  of  the  productive  system  of  the  United  States 
wpuld  begin  with  iron  and  steel,  increasing  their  production 
at  the  outset  to  the  maximum  ever  attained.  This,  of  course, 
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does  not  represent  full  capacity,  even  without  allowing  for 
the  application  of  new  inventions. 

Capacity  may  be  measured  in  three  degrees:  (i)  by  maxi- 
mum output  actually  attained  at  any  time;  (2)  by  potential 
output,  if  all  plants  were  as  efficient  as  the  best;  (3)  by  po- 
tential output,  if  present  known  inventions  were  put  into 
operation.  Beyond  this  is  a  vista  of  what  the  laboratories  of 
science  may  produce  in  the  future  to  change  the  basic  products 
and  processes  of  industry. 

This  is  sufficient  to  indicate  that  it  is  impossible  to  plan 
for  a  static  picture.  On  the  one  hand,  it  is  necessary  to  learn 
by  experience  the  different  rates  of  production  which  will  gear 
into  one  another.  For  example,  how  much  of  the  production 
of  the  iron  and  steel  industry  must  be  set  aside  for  a  con- 
struction program?  This  in  turn  depends  upon  the  planned 
output  of  different  industries,  as  well  as  the  condition  of  their 
present  housing.  To  date,  there  is  no  central  place  in  the 
United  States  where  any  group  of  statisticians  is  held  respon- 
sible for  tracing  the  relationships  of  industries  to  each  other, 
and  no  bureau  or  office  is  responsible  for  the  task  of  planning 
the  rate  of  growth  of  different  industries  one  to  another.  All 
that  can  be  done  at  this  moment  is  to  indicate  the  approach 
to  the  problem,  bearing  in  mind  that  a  dynamic  and  growing 
society  is  to  be  planned.  An  illustration  of  this  dynamic  quality 
is  provided  by  architects  of  the  conference  group,  and  this  will 
now  be  sketched  as  illustrating  the  dynamic  approach  to  the 
whole  question  of  production  in  a  planned  economy. 

Planning  the  Production  Cycle 

The  theory  of  the  production  cycle  is  denned  as  follows: 

In  a  planned  economy  all  commodities,  including  every  human 
enterprise,  must  pass  through  a  characteristic  cycle  of  performance, 
as  is  indicated  by  the  "production  cycle." 

Each  phase  of  this  cycle — established  standards,  design,  fabrica- 
tion, distribution,  utilization,  and  final  liquidation — is  subject  to  plan- 
ning control.  If  such  control  is  lacking,  friction  is  likely  to  occur, 
with  a  breakdown  of  the  whole  production  mechanism  as  the  ultimate 
outcome,  unless  adjustments  are  made. 

The  primary  task  of  planning  (beginning  with  the  period  of  emer- 
gency) is  to  establish  a  flow  of  activity  from  one  phase  to  the  next. 
To  do  this,  it  is  necessary  to  establish  points  of  contact  (inventories 
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of  facts)  between  the  successive  phases  and  to  determine  the  limiting 
factors,  both  maximum  and  minimum.  The  fabricator,  for  example, 
should  have  information  as  to  the  designs  which  can  be  produced  and 
as  to  their  distribution  after  they  are  produced;  the  designs  in  turn 
may  be  preconditioned  by  the  limiting  factors  of  fabrication,  just 
as  the  methods  of  fabrication  may  be  preconditioned  by  the  limiting 
factors  of  distribution,  and  so  on  along  the  whole  cycle.  From  such 
considerations  an  optimum  set  of  conditions  governing  the  entire  pro- 
duction routine  can  be  selected;  these  optimum  factors  will  determine 
the  speed  of  transition  from  one  phase  to  the  next. 

The  pace  or  velocity  of  the  production  cycle  is  itself  subject  to 
planning  control.  It  can  be  speeded  up  by  planned  research  and  edu- 
cation for  the  liquidation  of  old  products  or  enterprises  or  ideas 
and  the  development  of  new  designs  offering  higher  standards  of 
productivity.  Any  such  promotion  for  greater  productivity  implies 
increasing  rates  of  obsolescence  (shorter  life  spans)  for  the  various 
production  activities.  Individual  obsolescence  rates  can  be  controlled 
through  taxation  of  nuisances  and  useless  activities,  and/or  through 
credit  advances  to  more  desirable  enterprises;  but  in  order  to  obtain 
a  smooth  and  dynamic  synchronization  of  all  production  activities 
moving  forward  in  accord  with  advancing  standards,  it  is  desirable 
that  the  obsolescence  rates  (specific  life  spans)  of  individual  activities 
be  determined  and  established  in  advance  of  actual  production.  This 
is  logically  a  function  of  planning  research:  the  time-zoning  of  produc- 
tion cycles. 

Since  any  production  surplus  beyond  that  required  for  simple 
replacement  of  the  original  means  of  production  goes  into  additional 
or  more  efficient  means  of  production  according  to  advancing  stand- 
ards, the  rate  of  productivity  (the  velocity  of  the  production  cycle) 
may  be  expected  to  increase  on  the  same  principle  as  the  compounding 
of  interest.  Because  of  the  potentialities  of  power  production,  the 
acceleration  in  industrial  tempo  will  become  extraordinarily  high,  thus 
inevitably  (after  the  period  of  emergency)  throwing  the  emphasis  of 
Dlanning  control  almost  entirely  on  the  timing  of  production. 

The  Principle  of  Mobility 

It  follows  from  such  an  illustration  of  the  production  cycle 
that  mobility  is  a  characteristic  of  the  production  system  which 
must  now  be  taken  into  account.  This  may  be  illustrated  by 
comparing  the  following:  (1)  Map  of  the  United  States,  show- 
ing geographical  divisions  as  politically  established;  (2)  rail- 
road lines  and  their  comparatively  fixed  quality;  (3)  airplane 
lines  and  their  much  greater  degree  of  mobility;  (4)  radio 
(wireless)  and  its  high  degree  of  independence  of  spatial  lo- 
cation. Equipment  for  the  radio  can  be  set  up  and  moved  with 
slight  effort.  A  landing-field  is  a  little  more  fixed,  but  never- 
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theless  mobile.  Railroads  and  their  equipment  are  fixed.  And 
the  political  subdivisions  of  the  nation  remain  unrelated  to 
economic  trends  which  leave  state  boundaries  meaningless, 
since  they  cannot  set  limits  to  the  flow  of  industry  and  pro- 
duction. It  is  but  a  step  to  carry  these  analogies  to  the  boun- 
daries of  nations. 

Limiting  Factors  in  the  Productive  Cycle 

Here  is  the  whole  range  of  problems  which  must  be  con- 
sidered as  offering  fruitful  subjects  for  research  by  technicians 
in  the  United  States.  Between  the  setting-up  of  standards 
through  research  and  education  and  their  utilization  are  the 
steps  of  design,  fabrication,  and  distribution,  and  between 
each  of  these  may  be  the  limiting  factors  due  to  lack  of 
organization  and  proper  control  of  the  economic  system.  The 
point  where  perhaps  the  greatest  limitation  occurs  to-day  is 
in  final  liquidation,  which  is  vividly  illustrated  in  the  dwell- 
ings of  the  people.  However  unfit  they  may  be,  the  economic 
system  does  not  wish  to  destroy  property  which  can  still  be 
made  to  yield  a  return  to  the  owners,  nor  does  it  wish  to 
set  new  standards  of  production  which  will  destroy  the  "values" 
of  less  advanced  standards.  Needless  to  say,  "values,"  as  here 
defined,  relate  to  rather  nebulous  measurements  which  have 
nothing  to  do  with  the  raising  of  standards  of  living,  but 
which  are  effective  restraints  upon  improving  them.3 

Time  Schedules  for  Planning 

Thus,  in  a  fundamental  sense  a  time  schedule  is  essential. 
It  was  wise  in  the  Soviet  Union  to  adopt  a  five-year  plan  for 
industrialization.  This  not  only  served  to  educate  the  workers 
in  the  fulfillment  of  the  plan,  but  it  was  a  recognition  of  the 
fact  of  the  production  cycle.  It  also  recognized  that  there  are 
priorities  in  needs,  and  basically  there  are  limiting  factors  in 

3  A  dispatch  from  Washington,  in  the  New  York  Post,  October  16, 
1934,  referred  to  the  attitude  of  the  Housing  Administration  as  influ- 
enced by  the  consideration  that  "a  considerable  number  of  new  homes 
of  modern  design  will  subtract  so  substantially  from  the  worth  of 
existing  structures  that  their  value  may  fall  below  the  debt  outstanding 
against  them.  This  might  create  an  unsound  debt  structure  with  even 
the  government  insurance  scheme  incapable  of  standing  the  shock  of 
heavy  obsolescence." 
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the  time  taken  to  produce  given  articles  and  the  time  when 
they  may  be  expected  to  wear  out  or  become  obsolescent.  It 
is  of  the  essence  of  planning,  however,  that  time  taken  for 
production  and  time  for  obsolescence  are  both  increasingly 
under  control  in  a  production  system  which  is  set  free  to  de- 
velop the  highest  capacity  in  its  key  processes. 

Modern  industry,  particularly  since  its  motive  power  is 
electricity  instead  of  steam  or  more  primitive  energy,  is  essen- 
tially dynamic.  Progressive  change  characterizes  also  scientific 
discovery  and  invention.  A  static  plan  is  an  obstacle  to  a  pro- 
gressive raising  of  standards  of  living  through  full  utilization 
of  progressively  expanding  productive  capacity.  But  a  time 
schedule  is  not  a  mere  matter  of  choice,  but  must  be  so  selected 
as  to  permit  rapid  adjustment  to  change. 

At  the  outset  of  the  work  of  the  group,  the  necessity  for 
a  planned  time  schedule  became  evident.  It  was  realized  that 
if  we  were  to  assume  approximately  the  present  condition,  an 
emergency  period  would  be  necessary  to  meet  the  most  urgent 
needs  of  the  people,  particularly  those  whose  standards  of 
living  are  the  lowest.  It  was  important,  however,  that  this 
emergency  period  should  not  be  too  long,  lest  it  slow  up  the 
production  cycle.  Housing  is  an  example  of  this  danger ;  emer- 
gency housing  is  too  likely  to  become  permanent,  unfit  habita- 
tion. Therefore,  it  was  decided  that  the  emergency  period 
should  be  limited  to  one  year.  Thereafter  would  come  a  period 
of  raising  the  level  of  production  of  all  units  to  the  efficiency 
of  the  present  best,  and  subsequently  would  emerge  a  dynamic 
period  not  possible  to  forecast  in  a  set  pattern,  but  one  in 
which  the  essence  of  the  plan  would  be  the  setting  free  of  the 
resources  and  the  technical  potentialities  which  would  have 
been  revealed  in  the  preceding  two  periods  of  planning  and 
fulfillment  of  plan. 

The  following  time  schedule  was  therefore  adopted  at  the 
first  conference,  with  the  understanding  that  if,  in  the  process 
of  analysis  as  the  basis  for  planning,  this  time  schedule  had 
to  be  corrected,  this  would  be  done.  Always  a  time  schedule 
must  be  subject  to  change  when  new  elements  are  introduced, 
new  needs  discovered,  or  failures  to  achieve  results  in  any 
direction  necessitate  revision  in  related  activities. 

To  sum  up,  the  time  schedule  might  be  as  follows : 
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I.   Emergency  period.  Duration,  one  year. 

This  would  be  the  time  of  immediate,  urgent  needs,  utilizing 
present  resources,  and  in  general  aiming  to  bring  the  level  of  the 
key  industries  up  to  the  maximum  output  so  far  attained,  but  with  a 
redistribution  and!  transforming  of  uses  so  as  to  raise  the  lowest 
standards. 

II.    Period  of  full  utilization  of  existing  capacity.  Duration, 
three  years. 

This  would  be  the  period  of  development  of  research  and  of  the 
close  gearing  of  all  education  with  the  work  of  the  people,  in  prepara- 
tion for  the  discovery  of  the  latent  forces  of  energy,  both  in  human 
relationships  and  in  mechanical  instruments  and  power,  to  enable  the 
collective  group  of  workers,  including  scientists  and  technicians,  to 
begin  the  period  of  expansion. 

III.    Period  of  expansion  by  setting  free  progressive  forces. 
Duration,  six  years. 

Though,  as  already  explained,  it  would  be  impossible  to  forecast 
accurately  what  would  develop  in  this  period,  since  much  of  it  would 
be  based  upon  the  experience  and  research  of  the  earlier  periods, 
nevertheless,  the  hope  it  would  be  practical  to  hold  for  this  period 
of  expansion  would  give  the  perspective  during  the  period  of  full 
utilization  and,  also,  in  the  emergency  period.  Things  which  should 
be  temporary  would  be  so  planned,  instead  of  planlessly  continuing 
their  use.  The  long-range  plan,  in  other  words,  would  set  the  measure- 
ments and  the  pattern  for  the  emergency. 

An  Illustration  of  Planning  a  Section  of  a  Planned  Economy 
If  the  full  implications  of  the  technical  problems  involved 
in  the  planning  of  such  a  production  cycle  be  grasped,  it  is 
readily  understood  that  a  complete  plan  cannot  even  be 
sketched  without  far  more  preliminary  analysis.  But  an  illus- 
tration may  be  given  from  the  preliminary  report  of  the  agri- 
cultural section,  which  includes  in  its  scope  not  only  the 
planning  of  agricultural  production,  but  the  planning  of  stand- 
ards of  living  of  the  farmer,  including  homes,  schools,  health 
facilities,  and  organization  of  community  life. 

An  Approach  to  the  Planning  of  Agriculture 

This  brings  us  back  to  the  homes  of  the  farming  popula- 
tion and  also  to  the  necessity  for  planned  increase  in  agricul- 
tural production  to  supply  the  products  needed.  Statistics  have 
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already  been  given  to  show  the  extent  of  deficiencies  and  the 
required  increases  in  production.  Agricultural  planning  would 
begin  with  an  analysis  of  needs  and  potentialities  in  different 
geographical  areas.  The  one-year  emergency  period  could  only 
make  a  beginning  in  growing  needed  crops,  and  probably  three 
years  would  be  required  for  a  proper  breeding  program  to 
increase  the  supply  of  milk  and  of  meat  for  the  "liberal"  diet. 

Whether  such  increase  in  production  would  bring  larger 
returns  to  the  farmer,  would  depend  upon  whether  industry 
was  so  planned  and  controlled  as  to  be  reconciled  with  agri- 
culture instead  of  in  conflict  with  it,  as  at  present.  Because  of 
this  conflict  and  the  discrepancy  between  farm  prices  and 
prices  of  manufactured  goods,  the  farmer  faces  all  the  contra- 
dictions of  an  irrational  situation.  If  he  increases  the  food 
supply  to  meet  the  needs  of  the  population,  he  may  receive 
lower  prices  for  his  products.  And  on  the  other  hand,  forces  in 
industry  may  be  operating  to  raise  prices  for  him  so  that  his 
relative  position  in  the  economic  system  tends  to  be  at  a  dis- 
advantage and  his  standards  of  living  remain  low. 

Postponing  for  a  moment  the  problem  that  is  here  pre- 
sented of  what  is  to  constitute  the  control  which  would  make 
possible  planned  agriculture,  we  may  speak  briefly  of  what 
would  be  needed  for  the  farmer's  standards  of  living.  If  we 
consider  the  southern  area,  with  its  lamentable  lack  of  what 
has  been  commonly  believed  to  be  necessary  for  the  American 
standard  of  living,  we  see  at  once  that  an  emergency  period 
would  require  emergency  measures  to  bring  to  the  most  dis- 
advantaged workers  in  the  United  States  immediate  relief  from 
these  low  standards.  The  agricultural  section  has  set  up  an 
emergency  plan  which  would  make  possible  the  elimination 
of  unfit  housing  and  the  immediate  substitution  of  fabricated 
houses  on  a  temporary  basis,  but  with  far  more  comfort  than 
is  now  possible. 

Moreover,  it  would  be  necessary  to  supply  great  defi- 
ciencies in  schools  and  in  health  services,  as  well  as  to  develop 
a.program  of  agricultural  production  guidance  and  centralized 
facilities  for  mechanization.  Central  service  stations  are  pro- 
posed, to  serve  a  radius  of  twenty  to  twenty-five  miles.  Here 
would  be  a  high  school  to  provide  for  deficiencies  in  present 
schooling;  a  hospital,  with  facilities  for  expert  supervision  of 
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decentralized  clinical  and  nursing  services  in  localities;  and 
provision  for  technical  agricultural  guidance  needed  by  the 
farmer. 

Basic  to  any  plan  for  agriculture  would  be  the  question 
of  land  organization,  the  acreage  to  be  controlled,  the  extent 
to  which  collective  cooperative  effort  would  prove  possible,  and 
the  possible  provision  of  large  farms  under  the  control  of  the 
state,  which  would  be  administrative  and  training  centers  as 
well  as  increasing  the  productivity  of  agriculture.  In  general 
it  would  appear  to  be  wholly  in  keeping  with  the  attitudes  of 
American  farmers  if  provision  were  made  for  producers'  co- 
operatives which  would  bring  to  the  farmer  all  the  advantages 
of  collective  action.  But  determination  of  the  form  of  land 
organization  would  be  worked  out  by  the  farmers  themselves, 
with  such  guidance  as  a  total  plan  for  agriculture  would  pro- 
vide. 

A  National  Budget  for  Economic  Activity 

It  is  obvious  that  a  plan  for  agriculture  could  not  be  de- 
veloped alone.  It  would  be  the  essence  of  the  plan  that  it  be 
integrated  into  a  total  economy,  and  that  the  basic  productive 
industries  as  well  as  the  production  of  consumers'  goods  should 
be  planned  in  all  their  interrelationships. 

The  timed  development  of  the  total  national  economy  de- 
pends upon  availability  of  a  supply  of  efficient  workers,  in- 
cluding technicians,  and  upon  the  extent  and  condition  of  the 
equipment  of  industry  to  produce.  A  plan  therefore  requires 
measurement.  Resources,  both  human  and  mechanical,  must 
be  measured  by  a  common  unit.  This  unit  must  be  used  to 
determine  both  quantity  and  rate  of  production,  and  there 
must  be  used  a  common  unit  of  measurement  in  the  form  of  a 
money  system  or  a  system  to  take  its  place  to  distribute  goods. 

This  problem  of  measurement  is  fundamental  to  all  plan- 
ning, but  it  is  noteworthy  that  only  a  planned  economy  can 
develop  measurements. 

The  unit  of  measurement  in  the  United  States,  namely, 
<the  dollar,  has  in  it  so  many  extraneous  elements  that  it  is  quite 
unsafe  as  a  guide.  This  comes  about  because  the  dollar  is  not 
merely  a  measure  for  exchange  of  goods,  but  a  symbol  of  con- 
trol. Its  function  may  be  roughly  expressed  in  the  phrase 
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"making  money."  The  dollar  is  not  merely  an  instrument  in 
the  economic  system,  but  actually  controls  it,  and  hence  as  a 
measure  it  is  misleading  and  quite  out  of  harmony  with  a 
planned  system.  A  dynamic  planned  system  does  not  "make 
money,"  but  makes  and  distributes  goods. 

Obviously  the  basic  common  unit  of  measurement  is  the 
man-hour.  And  whatever  money  measurement  is  used  in  a 
planned  economy  must  in  the  last  analysis  correspond  to  the 
ratio  of  man-hours  in  the  economy.  The  whole  money  or 
measuring  mechanism  must  be  devised  for  the  purpose  of  eco- 
nomic accounting  and  control  in  the  sense  of  taking  observa- 
tions in  economic  terms. 

The  conference  group  has  been  at  work  to  develop  a 
budget  as  a  center  toward  which  the  various  analyses  could  be 
directed.  Considerable  work  in  this  direction  has  already  been 
done,  both  for  agriculture  and  for  industry;  and  this  reveals 
in  terms  of  1929  prices  what  the  national  budget  would  have 
looked  like,  had  the  output  of  industry  been  equal  to  the 
reasonable  requirements  of  the  whole  population.  Instead  of 
destroying  cotton,  for  example,  we  would  have  had  to  grow 
more,  and  we  would  have  had  to  develop  the  textile  industry 
to  meet  essential  needs. 

The  very  attempt,  however,  to  work  out  such  a  budget 
reveals  Us  fallacies.  In  quantitative  terms  a  budget  can  be 
roughly  forecast.  But  in  money  measurements  the  amount  of 
preliminary  analysis  which  must  precede  such  measurement 
is  too  great  to  compass  in  a  brief  time.  Only  extensive  study 
could  produce  the  information,  and  it  would  then  be  true  that 
not  until  a  planned  economy  had  been  in  operation  for  a  con- 
siderable time  could  the  necessary  correctives  of  experience  be 
supplied  to  make  the  budget  accurate. 

It  should  be  evident  to  any  one  who  attempts  to  approach 
the  problem  of  production  on  a  technical  basis  that  the  impor- 
tant fact  is  not  only  what  America  can  produce  under  given 
conditions  or  under  vaguely  assumed  conditions.  The  impor- 
tant fact  is  that  America  does  not  use  its  full  productive 
capacity,  and  any  estimates  of  its  potential  capacity  par- 
take, more  or  less,  of  the  nature  of  fantasy. 

In  other  words,  we  must  describe  the  American  productive 
system  not  as  a  system  of  abundance,  but  as  one  of  actual 
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scarcity.  And  we  have  to  state  that  this  scarcity  and  these 
deficiencies  must  be  characteristic  of  the  American  system  of 
production,  since  they  are  the  characteristics  actually  demon- 
strated in  experience. 

The  Problem  of  Control 

At  all  points  in  the  making  of  an  integrated  plan,  there 
emerges  the  problem  of  control  which  would  make  possible 
not  only  fulfillment  of  the  plan,  but  the  actual  inventory  and 
integration  which  constitute  it.  At  no  point  in  planning  is  an 
answer  to  a  problem  possible  without  a  working  hypothesis 
on  the  subject  of  control.  The  working  hypothesis  developed 
in  this  group  has  been  control  by  workers  who  have  taken 
power  in  a  new  state  administration  competent  to  establish 
socialization  of  industry  according  to  plan  and  giving  scope 
to  the  factors  of  consent  and  cooperation. 

The  choice  of  this  working  hypothesis  is  based  first  upon 
the  concept  that  a  dynamic  economic  system  such  as  exists  in 
America  can  set  free  its  resources  only  if  it  be  functionally 
organized,  with  no  claims  imposed  by  a  nonfunctioning  owner- 
ship controlling  it  through  a  monetary  system  which  admittedly 
is  characterized  by  recurrent  fluctuations  in  the  purchasing 
power  of  the  population  and,  hence,  by  fluctuations  in  produc- 
tion with  consequent  loss  of  productivity.  From  a  technical 
aspect,  workers'  control  is  substituted  for  possessors'  control, 
because  workers'  control  is  consistent  with  technological  de- 
velopment and  application  of  scientific  knowledge.  Ultimately 
all  members  of  the  society  collectively  control  the  economic 
organization,  but  each  functions  individually  on  the  basis  of 
his  working  capacity.  This  involves,  also,  full  utilization  of  the 
service  of  technicians  in  a  working  society  in  which  they  also 
are  workers. 

Though  the  group  was  not  homogeneous  in  its  political 
theory,  and  though  probably  the  majority  belong  to  no  po- 
litical party,  these  assumptions,  established  empirically,  have 
been  naturally  confirmed  by  the  fundamental  assumptions  of 
the  one  nation  which  has  already  established  a  planned  econ- 
omy, namely,  the  Soviet  Union. 

The  adoption  of  this  working  hypothesis  has  been  sug- 
gested as  reasonable  also  because  of  the  fact  that  current 
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national  experience  reveals  no  other  concepts  which  have 
actually  resulted  in  the  progressive  raising  of  standards  of  liv- 
ing in  proportion  to  productive  capacity. 

The  point  to  be  emphasized,  however,  is  that  no  tech- 
nicians' plan  can  be  made  without  a  working  hypothesis  as  to 
its  control ;  in  turn,  this  hypothesis  as  to  control  can  be  tested 
in  its  effect  upon  the  plan  and  the  achievements  to  be  attained 
through  its  fulfillment.  It  must  be  tested  by  its  results  in  the 
full  development  of  productive  capacity,  and  this,  we  conclude, 
is  possible  only  when  the  objective  is  the  establishment  of  the 
material  basis  of  higher  standards  of  living  upon  which  to  set 
free  the  cultural  elements  in  the  standards  of  life. 

A  Suggestion  for  Research  in  Problems  of  Social  Economic 
Planning 

The  work  so  far  done  by  the  conference  group  has  been 
merely  to  discuss  the  bvoad  outlines  of  the  problem  of  Amer- 
ica's failure  to  set  free  its  forces  of  production  in  the  services  of 
the  whole  people.  This  failure  is  demonstrated  in  the  present 
prolonged  unemployment,  in  the  growing  insecurity  which  men- 
aces professional  workers  and  the  middle  class  as  well  as 
industrial  workers,  and  in  the  inability  to  sustain  education 
and  cultural  services,  which  must  always  have  as  their  founda- 
tion the  material  basis  of  an  expanding  productive  society. 

If  we  assume  that,  as  experience  seems  to  indicate,  a 
change  must  come  in  American  life,  then  it  would  appear  that 
the  technicians  of  America,  who  have  already  much  to  do  with 
developing  its  productive  capacity,  must  be  prepared  long  in 
advance  to  understand  the  technical  implications  of  such  a 
change.  They  must  be  aware  of  the  significance  of  the  status 
of  the  working  class  in  modern  industry.  They  must  make  their 
choice  as  to  whether  they  will  face  in  the  direction  of  the  old 
economy  which  has  given  them  their  jobs,  or  whether  they  will 
go  in  the  direction  of  their  technical  training,  in  the  conviction 
that  a  system  which  creates  obstacles  to  the  application  of 
science  to  human  society  is  neither  a  scientific  nor  a  rational 
system.  It  is  the  responsibility  of  technicians  to  study  the 
economic  environment  in  which  they  as  technicians  can  func- 
tion, and  this  is  the  obligation  laid  upon  the  technicians  of 
America  to-day. 
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The  IRI  Research  Group,  which  is  an  international  body 
initiated  as  a  result  of  the  World  Social  Economic  Congress, 
stands  ready  to  link  together  economists  and  technicians  in 
America  and  in  other  countries  who  are  actually  engaged  in 
research  of  the  type  indicated  in  this  paper  and  whose  work 
would  be  susceptible  of  integration  in  the  preparatory  task  of 
what  may  be  described  as  inviting  the  future  into  the  present. 
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A.  Tables   1-6,  accompanying  Chapter  IV,  Changes  in  the 
National  Income  in  the  United  States 

B.  Table  7,  accompanying  Chapter  XIV,  Unused  Productive 
and  Technical  Capacity  in  the  United  States 
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270  APPENDIX 

TABLE  4 

Preliminary  Estimates  of  Income  Paid  Out  in  1932  and  1933,  by 
Types  of  Payment 

Percent- 
age 
Change      Percentage  Dis- 
Millions  of       Percentage    from     tribution  of  Total 
Dollars  of  1929     1932  to       in  Each  Year 

1932       1933     1932  1933       1933     1929     1932    1933 

Total  labor  income.. 3 1, 500    29,300      60      56    —  7.0      64.0      634      62.6 

Dividends    2,800      2,100      48      36    — 25.0        7.2        5.6        4.5 

Interest    5,300      5,200      96      95    —  1.9        6.7      10.7      11.1 

Total  dividends  and 

interest   ..8,100      7,300      71      64    — 9.9      13.9      16.3      15.6 

Net  rents  and  roy- 
alties    2,400      2,300      55      52    —  4.2        5.3        4.8        4.9 

Entrepreneurial  with- 
drawals      7,700      7,900      56      57    )+  2.6      16.8      15.5      16.9 

Total    income    paid 

out 49,7oo    46,800      60      57    —  5.8    100.0    100.0    100.0 

United  States  Bureau 
of  Labor  Statistics 
cost  of  living 
Index    80.4   76.6         

Note:  In  these  estimates,  unlike  those  given  in  Tables  1-3,  all  net  income  of 
farmers  is  considered  as  income  paid  out.  Slight  revisions  have  occurred  in  other  items, 
in  the   light  of  data   made   available  recently. 

This  table  and  Table  5  exclude  rental  and  benefit  payments  to  farmers  made  by 
the  Federal  Government,  which  began  in  1933  and  amounted  in  this  year  to  3,162 
millions.  Both  tables  exclude  also  public  and  private  relief  payments  to  the  unemployed. 
These  latter  were  estimated  at  579  million  dollars  in  1932  and  846  million  dollars  in  1933. 
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TABLE  S 

Preliminary  Estimates  or  National  Income  Paid  Out  in  1932  and  1933, 
by  Industrial  Divisions 


Agriculture  

Mining    

Electric  light  and  power  and 

gas  

Manufacturing    

Construction  (contract)    

Transportation    

Communication 

Trade    

Finance  

Government 

Service    

Miscellaneous 

Total  income  paid  out 


Percentage 

Percentage 

Change 

Millions 

of  Dollars 

of  1929 

from  1932 

1932 

1933 

1932 

1933 

to  1933 

3,300 

3,9oo 

42 

50 

+  18.2 

800 

800 

38 

38 

0.0 

1,300 

1,200 

100 

92 

—  7-7 

8,500 

8,100 

47 

45 

—  4-7 

900 

800 

29 

26 

— 1 1. 1 

4,100 

3,7oo 

61 

55 

—  9.8 

800 

700 

89 

78 

—12.5 

7,400 

6,600 

66 

59 

— 10.8 

6,700 

6,200 

66 

61 

—  7-5 

6,800 

6,500 

105 

100 

—  4-4 

5,8oo 

5,200 

66 

59 

—10.3 

3,300 

3,100 

58 

54 

—  6.1 

49,700 

46,800 

60 

57 

-5.8 
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TABLE  7  (accompanying  Chapter  XIV) 

Output,  Capacity,  and  Budget  Required 
of  Goods  and  Services  in  the  United  States 


(In  thousands) 

Output,  or 

production 

quantity 


Wearing  apparel 

Shoes  (pairs)    

Hats   

Sweaters 

Work  clothes 


Men's  wear 

Suits   

Extra  trousers  and  knickers 

Overcoats  and  topcoats 

Hosiery  (pairs)  

Shirts    

Underwear 

Sleeping  apparel  and  bathrobes. . 

Women's  wear 

Coats 

Dresses  

Suits  (including  knit)  

Hosiery  (pairs)  

Underwear 

Miscellaneous  undergarments  


Fuel,  etc. 
Coal,  anthracite  (tons)  . . . 
Coal,  bituminous  (tons)  . . 
Gas,  natural  (M.  cu.  ft.) 
Gas,  artificial  (M.  cu.  ft.) . 

Fuel  oil  (barrels)  

Electric  power  domes   (k.w 


h.) 


361,400 

253,510 

57,490 

172,910 


29,090 

37,190 

9,270 

719,640 

173,060 

286,350 

49,520 


23,040 
206,460 

i4,5oo 
614,520 
258,950 

73,4oo 


68,528 
102,000 

357,853 
401,154 

33,i9i 
9,773,000 


Capacity 
quantity 

550,000 
507,020 
108,000 
576,58o 


79,110 

94,830 

20,670 

1,093,850 

396,310 

483,930 

115,880 


59,440 

532,670 

37,4io 

1,069,260 

510,880 


93,874 

150,000 

* 

602,333 

63,335 


Budget 
quantity 

394,250 

281,500 

72,750 

196,330 


67,000 
68,000 
27,910 
759,5oo 
363,500 
331,000 
140,700 


36,550 
275,250 

34,160 
681,000 
427,000 
286,260 


153,026 
127,528 
357,853 
5oi,443 
41,462 
12,220,197 


Transportation 

Automobiles    

Motor  gasoline  (barrels) 


4,592 
300,000 


*  Capacity  adequate  to  budget,  though  indeterminate. 


5,468 
376,170 


5,740 
375,000 
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TABLE  7  (Continued) 

Output,  Capacity,  and  Budget  Required 
of  Goods  and  Services  in  the  United  State's 

(In  thousands) 


Output,  or 

production 

quantity 

(Pounds, 
Foods 

Meats  15,514,200 

Lard   2,598,000 

Fats  (including  oleomargarine)   . . .  2,237,384 

Poultry  and  wild  game 1,652,913 

Fish,  fresh 1,415,000 

Fish,  cured  and  canned 725,000 

Milk  46,249,930 

Butter 2,141,915 

Cheese    588,200 

Ice  cream  (gallons)   280,000 

Miscellaneous  milk  products 2,665,000 

Flour    15,683,878 

Bread 14,019,000 

Biscuits 1,394,000 

Breakfast  foods  3,110,000 

Cake,  macaroni,  etc 2,001,000 

Vegetables,  fresh   37,327,900 

Vegetables,  canned 4,608,000 

Fruits,  fresh   18,277,076 

Fruits,  dried 3,986,000 

Nuts   970,000 

Eggs 2,581,93s 

Sugar,  cane  8,078,312 

Sugar,  beet 2,047,071 

Sugar,  other  671,400 

Confectionery  1,512,000 

Coffee,  tea,  spices  1,321,000 


Capacity 
quantity 


Budget 
quantity 


unless  otherwise  noted) 


Recreation 

Motion  picture  theatres 5,000,000 

7,Soo 


Legitimate  theatres  and  vaudeville 


30,650,408 
5,196,000 
2,429,000 

1,655,000 

800,000 

* 

780,000 
* 

24,412,346 

19,150,000 

3,220,000 

5,183,330 

26,450,000 

5,097,354 
4,409,000 


13,329,215 
3,070,607 

2,249,000 
1,835,000 

Admissions 

12,000,000 

17,500 


17,000,000 
875,000 
1,000,000 
2,250,000 
1,625,000 
1,625,000 

79,550,000 
4,375,ooo 


5,175,000 
4,626,270 

460,000 
1,026,300 

660,330 

45,622,995 

5,068,800 

33,507,972 

6,576,900 

500,000 
4,221,388 
5,630,583 
1426,808 

467,966 
1,512,000 
1,321,000 


7,500,000 
16,095 


*  Capacity  adequate  to  budget,   though  indeterminate. 


Date  Due 
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